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The Lugano Meeting; The Berlin Centenary; Workingmen’s 
Insurance in the United States. 


HE summer has been rich in International Congresses. 
Besides the Prison Congress, held in the United States, we 

have had the Conference on Social Insurance at The Hague, con- 
gresses on Home Work and Industrial Hygiene at Brussels, the 
Conference on Unemployment at Paris, and the biennial meeting 


of the International Association for Labor Legislation at Lugano. 
At all of these the United States was represented, and all of the 
topics discussed have more or less to do with our own problems. 
Social insurance and hygiene, however, are just beginning to 
attract general attention in our country, while home work and 
unemployment are not evils of such magnitude as in the older 
states of Europe, with their more stationary and less adaptable 
population. But the Association for Labor Legislation has from 
the beginning had close relations to the United States. Our gov- 
ernment was represented at the conference at which it was formed 
ten years ago; it contributes towards the maintenance of the 
International Labor Office in Basel; and the American section, 
with its 1,400 members, is now the second in size of the fifteen 
national sections, being outnumbered only by the German section. 
The topics discussed and disposed of are, moreover, topics on 
which our States and the United States have legislated for years 
and the further study of which has an immediate practical interest 


for us. 
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) The organization of the International Association is a dual one. 
aa | Its governing body, known as the delegates’ meeting, is made up 
it of the representatives of the national sections. But the meeting 
yy is also attended by representatives of the governments inter- 
it ested, who, though they are not entitled to vote, take part in the 
discussions and serve on the commissions. These representa- 
tives are usually high officials connected with the departments of 
labor or with factory inspection. Thus the United States was 
represented by our Commissioner of Labor, Dr. C. P. Neil; Great 
Britain by Dr. Whitelegge, the chief inspector of factories, Mr. 
. Delavigne, and Dr. Schloss; Canada by its Minister of Labor, 
Hon. W. McKenzie King, and Germany by a distinguished group 
| of officials, mostly of the rank of Geheimrat. The meeting was 
ia also reénforced by members of expert commissions, which have 
recently been appointed to report upon various hygienic topics. 

i The method which the association has pursued from the begin- 
: ning is first to study carefully whatever subject may be presented, 
| and, when the facts are clearly ascertained, to recommend legis- 
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lation, which may take the form either of national law or of 
international treaty. Thus the first thing that the meeting of 
delegates does, after the usual formalities are disposed of, is to 
1 divide itself up into a number of commissions. These meet 
; separately, consider carefully the documents prepared for them 
. and the opinions of experts, and prepare resolutions, which are 
| . then finally disposed of in the full delegates’ meeting. This 








rather slow and cautious method has produced excellent results. 
bi Besides stimulating a great deal of national legislation, and 
| | indirectly contributing by its publications towards raising the 
quality of labor laws throughout the world, the association has 
] directly brought about the important treaties of 1906 prohibiting 
il the use of poisonous phosphorus in the manufacture of matches 


fi 

{| and the night work of women in certain industries, and it has 
im | undoubtedly had an influence in increasing the number of inter- 
; | ' national labor treaties. Ten years ago, when the association was 
i formed, there were but two of these in force; now there are 
ih twenty. 


The meeting of the present year was attended by about 120 
persons, of whom about a quarter were government representa- 
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tives, and a smaller number sanitary and hygienic experts. The 
proceedings covered a wide range of subjects, and the resolutions 
which were adopted would alone require many pages of print, 
for each of the five commissions turned out a goodly batch. The 
night work of young persons, the length of the working period in 
continuous industries, the maximum working day of women and 
young persons, the definition of the eight-hour shift in mining, 
the condition of home workers, the hours of work in the machine- 
made embroidery industry, phosphorus poisoning, lead poisoning, 
caisson disease, the execution of labor laws, are the subject matter 
of some of them. 

The most important action was probably the vote that steps be 
taken to secure international treaties prohibiting the night work 
of young persons, and limiting the working day of women and 
young persons to ten hours. A special commission is to be 
appointed to prepare a memorial on these two latter points. The 
significance of this vote is that the machinery is set in motion 
by which these subjects are to be regulated internationally, just 
as the use of white phosphorus and the night work of women 
were regulated by treaty in 1906. 

The most radical vote was that advising the establishment of 
trade boards, like those created by the English law of 1909, as the 
one effective method of doing away with the evils of home work. 
According to the resolution, these boards should be authorized 
to establish minimum rates of wages for the home workers of 
certain localities and trades, to extend the rates fixed by collec- 
tive bargaining to persons and places not included in the contract, 
and to apply these rates to factory workers making the same 
kinds of articles as home workers, while the principle should be 
established that insufficient and usurious wages are null and void 
and may even be subject to a penalty. 

This last demand is not quite as much at variance with Ameri- 
can traditions as the others. For under our present legislation 
wage contracts which amount to peonage or involuntary servi- 
tude are illegal, even when voluntarily entered into. It is, how- 
ever, one thing to annul a contract as contrary to public policy 
and quite a different matter to give a board power to determine 
the rates which shall be paid, and the constitutional difficulties of 
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applying such measures in the United States are such that the 
question may well be considered an academic one for many years 
to come in this country. In the meantime we shall have an oppor- 
tunity to watch the practical operation of the English law, which 
did not go into effect until January 1, 1910, and which, therefore, 
is still on trial. 

Another important vote required that steps be taken to secure 
the prohibition of the use of white lead for indoor painting. 
This indicates that the experiments in the use of substitutes have 
gone far enough to justify putting this industrial poison under 
the ban of the law for at least one of its uses. 

Four years ago the United States sent no delegates to the 
meeting of the {nternational Association and therefore had no 
voice in its proceedings. At the meeting of 1910 not only was 
the United States represented, but its share in the work was very 
cordially recognized, and we should not forget that, while in some 
respects European states have advanced further than we have in 
protective legislation, in others we are in the lead. This is cer- 
tainly the case with regard to the introduction of automatic 
couplers on railroads. As was stated in the last report of the 
association, our experience in reducing the number of accidents 
has stimulated European states to try to follow in our footsteps, 
though they have not yet succeeded in solving the mechanical 
problems involved. The great advantage of these international 
conferences is that they are a school in which each nation may 
learn from the others, and profit no less by their mistakes than 
by their successes, while the personal acquaintances formed, the 
opportunity to put and answer questions, the information often 
elicited through casual remarks, are not the least important of 


their didactic means. 


The centenary of the University of Berlin, which was cele- 
brated October roth to 12th, impresses an American observer 
first of all with the contrasts which it offers to a university anni- 
versary in our country The presence of the Kaiser in the 
uniform of a hussar; the officers of the students’ societies in their 
gay jackets, embroidered caps and swords; the display of stars, 
crosses, and ribbons on the breasts of the professors; the con- 
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ferring of such titles as Excellenz and Geheimrath as a reward 
for scholarship, all give the festivities a military and political 
emphasis which would seem strange in our country. These dif- 
ferences have their roots in fundamental historic facts. When 
our older universities were founded, they were established by 
idealists, in a new country, whose chief problems were economic, 
social, and moral, and which already had well recognized demo- 
cratic political principles. They were comparatively free from 
serious external aggression, save that of the Indians, whose elim- 
ination was simply a question of time, but they had the wilderness 
to conquer and above all they had, as their supreme duty, the crea- 
tion of a self-governing commonwealth, based on industry, intel- 
ligence, and character. The expressed purpose of Yale to fit 
youth “for publick employment both in church and civil state” 
was practically the purpose of the other colleges of the 17th 
and 18th centuries, and they created the type which still 
prevails, even though no inconsiderable number of our newer 
western universities have been founded by the State. 

The University of Berlin, on the other hand, was established by 
the King of Prussia in a state which, a century ago, had no 
such thing as popular suffrage, and even now has not achieved 
it; which had extended its borders by military conquest; whose 
political ideal was not equality of rights and individual freedom, 
but a hierarchy of classes with the king at the top. But one 
hundred years ago Germany was undergoing severe trials. The 
historical Holy Roman Empire had been broken up; Prussia 
itself, though the strongest of the North German states, found 
itself invaded, despoiled and humiliated, by the Corsican 
conqueror. 

It was in this period of national depression that the University 
of Berlin was founded to make good, by its intellectual achieve- 
ments, the physical losses of the Prussian monarchy, and its his- 
tory since that time has stood in close connection with the political 
fortunes of Prussia. With the increase of Prussian power which 
came with the formation of the German Empire in 1871, the 
University of Berlin began to distance its older sisters and to 
become, both in the number of its students and in the distinction 
of its teachers, the leading university of Germany. It is natural 
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that an institution of learning which owes so much to its military 
and political environment should have a more or less military 
setting, and that its dependence on the government should be 
emphasized. Even now occasions are not unknown when this 
dependence is felt very keenly by the faculties themselves. 
A comic paper brought out in connection with the centenary a 
number of cartoons, one of which represented a room being pre- 
pared for the festivities. On the wall was a quotation from one 
of the statutes of the university which says: “Die Wissenschaft 
und ihre Lehre ist frei.” A gentleman from the Cultus-minis- 
terium was represented as directing some decorators to hang 
drapery over this text. In our country this freedom would be 
so naturally assumed, that it would be equally unnecessary to 
incorporate it in a by-law and impossible for the state govern- 
ment to interfere with it. 

And yet if we turn from these rather obvious contrasts to 
look at the course of events since the formation of the empire, 
i. e., roughly the last forty years of the history of the university, 
we cannot fail to note a certain convergence between German and 
American universities in method, in spirit, and in means. It was 
mainly in the decade from 1870 to 1880 that American students 
began to go over to Germany in order to take advanced courses 
and often to qualify for the Doctor’s degree. They went partly 
for the sake of the language but mainly because it was not pos- 
sible to do the same grade of work at home. Since that time our 
principal universities have developed and equipped graduate 
schools, and to quote from an article written for the Berliner 
Tageblatt, by Professor Miinsterberg of Harvard, unless 
more is offered the rising generation than what the older ones 
found in Germany, nothing will draw them over, because they 
find equally good average teaching for students at home.” We 
have practically superimposed upon our American colleges the 
German university, and in this respect the difference between the 
two countries is less than it was a couple of generations ago. 
Professor Miinsterberg’s contention is that, in order to retain its 
influence, Germany must offer us something more, and this must 
take the form of opportunities for special and advanced scientific 
investigation. 
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This article appeared just before the beginning of the celebra- 
tion, and it is significant that the most interesting utterance of 
the first day’s proceedings was the statement made by the 
Emperor, that it was planned to form a society, under his protec- 
torate, to create and maintain institutions of research apart from 
the universities. He also announced that between 9,000,000 and 
10,000,000 Marks had already been raised by private subscription 
for this purpose, and it subsequently appeared that plans were 
well matured for the establishment of a laboratory for physical 
chemistry and of another for general chemistry. From the point 
of view of the United States the interesting thing is that Ger- 
many is in this respect distinctly following our lead. The Smith- 
sonian Institution, the Carnegie Institution of Washington, the 
Rockefeller Institute, and, to a certain degree, the Sage Founda- 
tion, are all familiar examples of institutions endowed by private 
munificence for scientific research and not connected with any 
university. Indeed a Berlin newspaper, commenting upon the 
Emperor’s announcement, said, “in this point we are being 
beaten more and more by the Americans.” 

If we recall that by the system of exchange professorships 
American scholars are every year lecturing to German students, 
we realize that, when President Hadley acted as spokesman for 
the American Universities as a whole, he spoke not merely as 
president of an American university, and as a former student of 
Berlin, but also as a former Berlin professor. We thus see that 
the relations between German and American universities are not 
only becoming closer, they are becoming less onesided, and we 
are in a position to give as well as to take. The foundation in 
Berlin of the Amerika-Institut, with Professor Miinsterberg as 
its first director, means one more common field of scholarly 
activity for the two countries. 

American scholars may well look upon the Berlin centenary 
with an interest beyond that felt by scholars of any other country. 
Though separated by differences of language, of customs, and of 
location, we may yet feel an intellectual bond, based upon an 
exchange of services and of ideas, which will lead probably 
neither to the Germanization of America nor to the Americaniza- 
tion of Germany, but which should be an inspiration to both 
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countries to put forward their best efforts in behalf of scientific 
truth. 


The Germans have recently been celebrating with a very natural 
pride the twenty-fifth anniversary of the adoption of working- 
men’s insurance against accident and sickness. This jubilee hap- 
pens to coincide with the practical completion of the new Swiss 
plan for workingmen’s insurance, and with the adoption by the 
State of New York of the first general compulsory insurance 
law, with the exception of the short-lived Maryland statute, 
adopted by any State in the United States. 

This number of the YALE REvIEw contains an article dealing 
with the history of the Swiss law, and another article, discussing 
the general subject with reference to the United States, and pro- 
posing a scheme adapted to our conditions. The opinion both of 
economists and legislators is steadily tending to favor some form 
of insurance as a substitute for the present method of obtaining 
damages in case of accident by a lawsuit. But it is also evident 
that it is very difficult to work out the administrative details of 
any plan and especially dangerous for one country to literally 
copy the system of another. The traditions of the people, the 
efficiency of the civil service, the prevalence of voluntary insur- 
ance societies, must all be taken into account. Hence it is that 
although Switzerland amended her constitution within a few 
years of the inauguration of the German workingmen’s insurance 
plan, so as to make possible the introduction of something similar 
under federal law, it has taken her twenty years to complete the 
plan and even now the last bill has not yet passed the legislature. 
It is to be hoped that the United States will not need quite such a 
long period of deliberation, and yet in the absence of any provi- 
sion permitting the federal government to legislate on the sub- 
ject, action will have to be taken by the States, and in itself this 
is a very slow process and one which severely taxes the patience 
of those who would like to see results. Yet it is not without its 
advantages. The fact that every State is independent in the 
matter gives us an opportunity to experiment over limited areas. 
The New York law was avowedly passed as a tentative measure. 
It was limited in its scope, partly on account of the danger that 
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any very radical or very far-reaching law would not stand the 
test of constitutionality in the courts. For our constitutions are 
an ever-present menace to legislation, and are responsible for a 
large part of the heavy infant mortality of new laws. It is often 
wiser, therefore, to pass one which can be kept alive and 
strengthened by amendment, than to pass a more thorough-going 
measure doomed to early extinction. One test case in New York 
has already been decided in favor of the law, and this in itself 
is a point in favor of the wisdom of those who drafted it. In the 
meantime, however, other States are working over the subject 
and proposing legislation on somewhat different lines, and until 
the matter is entirely thrashed out, we should welcome such 
friendly criticisms and such constructive suggestions as those con- 
tained in the article of Mr. Cheney. The author is a manufac- 
turer who is familiar with the practical problems involved and has 
shown his interest, not only by activity in improving general con- 
ditions in the large establishment with which he is connected, but 
also by working out a plan for sick insurance among its 
employees. What he says on the subject is therefore worthy of 
serious study. 
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THE RELIGIOUS QUESTION IN SPAIN. 


CONTENTS. 


Antecedents of the Conservative crisis, p. 226 ; anti-clericalism in Spain, 
p. 227; policy of Canalejas in the religious question, p. 228; hostile attitude 
of the Vatican, p. 230; critical position of the Premier, between Catholics 
and Radicals, p. 234. 


T is a year since there occurred in Spain an event which 
instantly acquired international notoriety, and whose con- 
sequences, bringing about, as they did, a crisis in Spanish politics, 
at that time dominated by the Conservatives, caused the acces- 
sion to power of the Liberals. That event was the execution of 
Ferrer, sentenced by the military tribunal whose duty it was to 
investigate the riots of the tragic week of Barcelona.’ Neither 
the event in itself nor the personality of the condemned man was 
important enough to merit other consequences than a column or 
so in the newspapers. But a cry of protest arose from all 
nations, representing Ferrer as a victim of reaction and the 
Church, which could not, it was said, tolerate the educative tend- 
encies of the founder of the Escuela Moderna. It was the anarch- 
ists of Europe, in whose camp Ferrer was worshipped as a god, 
who first raised this cry. The socialists of France, Italy, Ger- 
many, and England went so far as to demand intervention in 
Spanish affairs and were instrumental in manufacturing a public 
opinion concerning Spain which had all the earmarks of exag- 
gerated sectarianism and prejudice. This opinion was prevalent 
also in the United States, for such news crosses the Atlantic by 
way of France, a country which understands very imperfectly 
las cosas de Espana. Since the American newspapers all 
drew from the same source, they all took the same stand. 
Dailies of all kinds—The World, The Times, The New 
York Herald, The Sun, The Tribune, The Evening Post,— 
*Cf. The Present Situation in Spain in The Review of Reviews, September, 
1909. 
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reviews and magazines in their articles and caricatures, 
all heaped the bitterest reproaches upon Spain, the coun- 
trv of obscurantism, the slave of the Vatican, the nation 
which stifled every effort for progress. At that time the present 
writer happened to be in the United States, and not only noted 
with regret this erroneous opinion concerning his country, but 
even had personal experience of how deeply it had taken root in 
the minds of the most moderate public; for, when he wrote a 
letter in defence of Spain to one of the most conservative news- 
papers of New York, he was informed that it could not be 
printed because it was “not sufficiently adequate as respects the 
chief public interest in Ferrer, that is, the legal proof of his 
guilt.” This is not the moment, however, to discuss again the 
death of Ferrer; we wish only to point out that the efforts of 
his admirers finally resulted in the overthrow of the Conserva- 
tive Ministry and the accession to power of the Liberals with 
Moret as Premier. The ephemeral life of this Ministry may be 
explained by the fact that it owed its power to all the groups of 
the Left. A work in which the most moderate Liberals were 
collaborating with the most extreme anarchists could not be 
stable, especially in view of the sectarian intransigentism which 
enslaved the will of the Premier and directed it into impossible 
channels. Perhaps this alone was the cause of the fall of the 
Moret Ministry. Perhaps the crisis was due to the slight sup- 
port and confidence given to Moret by the real Liberals, who, 
realizing the impasse in which their chief had put them by his 
offensive connections with Republicans of all shades, had deter- 
mined upon a change of policy under the guidance of some other 
party leader. In either case, the result was that Sefior Canalejas 
took charge of the new Ministry. Would he, a born fighter, 
with a brilliant political record, accustomed to the sophistries and 
subtleties of the forum, be successful in the more arduous and 
delicate task of carrying out a ministerial policy ? 

As a political orator, Canalejas had already outlined his policy. 
He had stated? that, according to his programme, the following 
questions must be solved if Spain was to attain to the same 
degree of progress as other European nations: Clericalism; the 
Nationalization of the Monarchy ; the Necessity for a Democratic 


*La Ultima Tregua (The Last Truce), in Nuestro Tiempo, December, Igo. 
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King; the Reform of the Constitution of the Senate; the 
Greater Participation of the Proletariat in the Government. 
The political principles involved in this programme were clearly 
liberal as long as there was a chasm between the Ultramontanes 
and the Liberals. To-day, however, the various parties, with 
the exception of the extreme parties, present a confusion of 
principles which renders impossible the demarcation of different 
tendencies.* By a natural evolution, the Liberals of yesterday 
have become the Conservatives of to-day, and many political 
problems have been solved by the Conservatives in a fully demo- 
cratic spirit. Indeed, the Conservatives were responsible for the 
purification of the suffrage by the electoral law of 1907; for the 
immovability of functionaries; for the protection of the work- 
ing-man and his participation in the task of government; for the 
creation of social institutions to protect the proletariat; for the 
reform of the Penal Code; for the policy of absolute freedom in 
instruction and expression of thought. These problems having 
been either wholly or partly settled, Canalejas, upon coming into 
power, found that there remained to be solved, of his govern- 
mental catechism, only the question of Clericalism. But this 
problem is the most difficult of all, for “since Clericalism does 
not exist in the political order, since there is in the governmental 
power nothing which savors of Clericalism, those who enter into 
that power with the promise to fight it, eventually either do 
nothing, because there is nothing to do, or have to give them- 
selves over to a policy of extremely bitter war upon Catholicism, 
which policy is the only Anti-Clericalism really existing in 
Spain; and that cannot be done except by plunging into dema- 
gogic and anarchistic currents which would destroy the 
Monarchy and the social order before they destroyed the 
Church.’”* 

As soon as the elections were over, and the Government was 
ready to begin the parliamentary work, the Message of the 
Crown was awaited with great anxiety, everyone desiring to 
know the policy of the new Ministry in regard to Clericalism, for 
the announcements of a few days before the opening of the 


* Spain since 1898, in THE YALE Review, May, 1909. 
‘Nuestro Tiempo, April, 1910. 
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Cortes seemed to point to the insistence of Sefior Canalejas on 
this question. The message promised, in no uncertain terms, the 
solution of those problems “which take for granted essential 
transformations in the life of the State and in the life of Society, 
and are closely connected . . . . with the situation created by 
the excessive multiplication of the religious orders and congre- 
gations. In regard to these, my Government is endeavoring to 
satisfy the public desire that, without prejudice to their spiritual 
independence as assured to them by the principle of liberty of 
conscience, their activities be reduced and subjected to the civil 
regulations controlling the exercise of the right of association. 
With this intent, instructions have been given the Provincial 
Governors to use the prerogatives and to fulfill the duties set 
forth in the Royal Order of April 9, 1902; we are negotiating 
an agreement with the Holy See in regard to the suppression 
of convents and religious houses not indispensable to the needs 
of the dioceses; and there will be presented to you immediately 
a bill forbidding the establishment of associations of that nature, 
without the authorization of the temporal power, while the law 
of June 30, 1887, is being reformed, the modification of which 
law will be in due time submitted to you, and will permit the 
solution of other aspects of a problem occupying so completely 
the public mind. My Government, moreover, inspired by the 
universal spirit of liberty of conscience, has interpreted Article 
11 of the Constitution as broadly as its text allows.’ 

So we see that the Premier, giving rein to his sectarian 
tendencies, proposes to adopt that “socialistic” policy which he 
promised in his propagandic speeches. He has taken a stand of 
open opposition to Rome by the promulgation of regulations con- 
cerning the Concordat, in spite of vigorous protests from the 
Vatican and the Bishops and manifestations of displeasure on 
the part of the majority of Spanish Catholics. Following a 
plan very similar to that adopted by our French neighbors for 
attaining separation, he legislates, and afterwards enters into 
debate with those whom he has just humiliated, contemptuously 
answering the objections of Rome with the words: “The ques- 
tion has been put. If the definitive answer of the Vatican 


*The Message of the Crown. 
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renders agreement between us impossible, I shall pay no attention 
to it, for I desire to accomplish this necessary reform. The 
Spaniard is master in his own house.”® Is not this challenge a 
prelude to separation? 

Certainly, this was not the best attitude to adopt toward the 
Holy See. Not that we deny the expediency of an agreement 
in regard to the religious orders; on the contrary, we believe 
such an agreement almost necessary, on account of the general 
sentiment of the nation and the antiquated nature of the laws in 
force at present; but, for the very reason that this is a problem 
dealing with legislation based on accord, the accord can hardly 
be unilateral, unless the most elemental laws of international 
right are to be broken. And the Holy See, on its part, does not 
refuse to discuss matters with the civil power, as is proved by 
Article 45 of the Concordat: “If in the future there should occur 
any difficulty, the Holy Father and Her Catholic Majesty will 
take mutual measures to settle it amicably.’” 

The question of the religious orders is not one of yesterday. 
It may be said to have been born with the promulgation of the 
law of 1887 dealing with the right of association. This law 
treats of religious institutions with such ambiguity that its articles 
are robbed of all efficacy in regard to those orders not expressly 
mentioned in the Concordat. In Article 1, we read that “the 
right of association recognized by Article 13 of the Constitution 
may be freely exercised in conformity with what the present law 
stipulates. To the provisions of the present law, therefore, are 
subjected associations for religious ends, political ends . Phe 
and then in Article 2 we find that “the following are excepted 
from the provisions of the present law: The Associations of the 
Catholic Religion authorized in Spain by the Concordat. . 

So it is easy to understand why opinions as to the Concordat 
differ. While some contend that, in accordance with the gen- 
eral spirit of the whole Concordat, all religious institutions 
should be considered as included in it, and should be governed 


* Interview published in A. B. C., June 2, 1910. 
"Concordat of March 16, 1851, approved by His Holiness Pius IX and Her 


Catholic Majesty Isabel IT. 
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by it,® others, observing only the letter of Articles 29 and 30,° 
which treat of the monastic orders, maintain that all religious 
institutions except the three which are expressly named must 
conform to the provisions of the Law of Associations of 1887. 
The latter opinion is that of the Liberals. They published in 
1901, in view of the increasing numbers of the religious orders 
and the imminent expulsion of those of France, a decree signed 
by the Minister A. Gonzalez, which obliged the orders not 
included in the Concordat to comply with the provisions of the 
Law of Associations. This decree was followed by that of April 
g, 1902, signed by the Minister Moret, which put obstacles in the 
way of the religious orders then emering Spain from abroad, 
obliging them to submit to the requirements of the law of 1887, 
and forcing their members, unless they were Spaniards, to 
register in the various consulates. But these steps led to such 
difficulties that the Holy See and the Government agreed upon 
the modus vivendi of April, 1902, which legalized the existence 
of the religious orders not mentioned in the Concordat by simply 


*Statement of the Bishops to the Premier, issued immediately after the 
publication of the Anti-Clerical policy. 

* Article 29. “In order that there may be in the whole peninsula a sufficient 
number of evangelical helpers and workers, whom the prelates may employ to 
officiate in the villages of their dioceses, to help the priests, to care for 
the sick, and for other public works of charity and usefulness, the Govern- 
ment of Her Majesty, which proposes to better in due time the college of 
foreign missions, will take immediate measures to establish, wherever neces- 
sary, and with the previous consent of the diocesan prelates, religious houses 
and congregations of San Vicente de Paul, San Felipe Neri, and another order, 
of those approved by the Holy See, which shall serve at the same time as 
places of retirement for ecclesiastics, for carrying on spiritual exercises, and 
for other pious uses.” 

Article 30. “In order that there may be also religious houses for women, 
in which those may follow their vocation who are called to the life of con- 
templation and to the active life of caring for the sick, teaching girls, and 
other tasks both pious and useful to the villages, there shall be preserved the 
insiitution of the Hijas de Caridad (Sisters of Charity), under the direction 
of the clergy of San Vicente de Paul, the Government providing for its 
support.—The establishments of nuns who add the education of girls, or other 
works of charity, to the contemplative life, shall also be preseryed.—As to 
the other orders, the usual prelates, in accordance with the nature of their 
respective orders, shall propose the houses for nuns in which may be per- 
mitted the admission and vocation of novices, and the exercises of instruction 
and charity which may be fittingly established in them.” 
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entering them on the civil records, which privilege could not be 
denied them.'® In spite of all this, since “the Pontiff had for- 
bidden that the decree [of 1901] be respected,’”? the clergy 
abstained from respecting it. Sefior Sagasta had to confess that 
it was impossible to enforce it and that no institution had ful- 
filled the provisions of the law of 1887. The enforcement of the 
decree of 1901 could be accomplished only by closing convents 
and dissolving communities by force, a proceeding which would 
have been extremely impolitic. Thus matters remained, and 
even Maura, who recognized the necessity of an accord with the 
Vatican in order to settle definitively the status of the monastic 
orders in Spain, did not begin negotiations with Rome, for he 
was unable to come to any agreement with the Liberals, whose 
aid he needed in so national a question. So Canalejas comes 
into power, and with an activity worthy of a better cause, after 
announcing that “an agreement with the Holy See is being 
negotiated,” breaks with diplomatic practices by promulgating 
the Royal Decree of May 30 (confirming that of April 9, 1902) 
against religious associations ; by promulgating the Royal Decree 
of July 10, regarding the display in public of emblems of wor- 
ship; and by presenting the bill of July 8, called the “Padlock 
Law,” which prohibits in a radical manner the establishment of 
new religious institutions even though they comply with the 
demands of the former legislation. The text of the bill read 
by the Premier in the Senate is as follows: 


The establishment of religious orders and congregations in Spain has 
traditionally been subject to the previous and express consent of the civil 


powers. To-day, when the Government desires to remove, by adequate 
measures, the evils resulting from the excessive multiplication of the said 


* Modus Vivendi, Article 1. “Inasmuch as the Holy See firmly maintains 
its thesis that the religious communities which have obtained the approbation 
of the Government must be de facto recognized and authorized by the Con- 
cordat, and inasmuch as the Government maintains the contrary, the said 
Holy See consents to discuss this point, in conformity with Article 45 of 
the Concordat.” Article 2. “The religious communities until now unauthor- 
ized by the Government shall be forced to fulfill no other obligation than that 
of inscription in the civil records, which privilege shall not be denied them.” 
Article 3. “This requisite having been complied with, they shall be considered 
as recognized by the Government, and shall therefore be included in the class 
of the previously authorized communities.” 

"Moret, November 10, 1906. 





“se We RD OD © CD be be 


— —_— FS ae 


1910] The Religious Question in Spain. 233 


organizations,” it seems natural, until we arrive at a definite result and rule, 
to resort again to that custom; and consequently the undersigned, in accord 
with the Ministry, and with the consent of His Majesty, has the honor to 
submit to the discussion and vote of the Cortes the following bill:—Sole 
Article. As long as there shall not be enacted a new law regulating the exer- 
cise of the right of association, the Provincial Governors shall refuse to 
admit the documents required by Article 4 of the law of June 30, 1887, for 
the establishment of new associations pertaining to religious orders and 
congregations, unless the parties in question shall have obtained authorization 
therefor from the Attorney-General, in accordance with a Royal Decree which 
shall be published in the Gaceta de Madrid. The said authorization shall not 
be granted when more than one third of the individuals who are to form 


the new association are foreigners. 
J. CANALEJAS. 


The Royal Decree of June 10, permitting non-Catholics to 
display in public their emblems of worship, was doubtless 
inspired by a spirit of freedom of belief, but is absolutely con- 
trary to the Constitution of the State, which asserts in its Article 
11 that the external display of emblems of only the Catholic cult 
shall be permitted. But if this decree was intended as an act of 
courtesy toward the foreigners who live among us, it was inop- 
portune, for the sequel has shown how little they appreciate the 
favor. Although three months have passed since the decree was 
promulgated, the Protestant chapels which have made use of 
their new prerogative are very few. And when we consider 
that the matter provoked the energetic protest of the Catholics 
of Barcelona, as a result of which Alfonso XIII felt obliged to 
write to Cardinal Casafias in disapproval of the erection of a 
Protestant chapel, it is evident that the step was impolitic, as 
well as unconstitutional and inopportune. 

To present these plans “without first disentangling yourselves 
from the relations with the Holy See which you yourselves have 


* The following table shows the proportion of monks to Catholics in several 


European countries : 
Monks 
Catholic T 10,000 
Countries Population Monks atholics 


Belgium, 1907 7,276,461 37,905 
France, 1901 39,252,628 159,628 47 
Great Britain, 1908 2,130,000 6,458 
Germany, 1905 22,109,644 64,174 
Ireland, 1908 3,308,661 9,190 
Spain, 1908 19,712,285 54,327 
16 
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established,'* is to leap into a political change which cannot be 
carried through by the use of ministerial power, as long as it 
has and can have the consequences which we have a right to 
believe this kind of evolution will have in Spain.” 

The Catholics, on their part, are making ready for the 
struggle, organizing committees and boards of resistance, “since 
in the face of danger to religion or the public welfare idleness is 
permissible to none.”’* Casting aside party interests and all 
dissension, “they dare do all that the law permits and the 
Christian conscience does not prohibit, to bring about the happy 
overthrow of anti-Catholic ministries.’’?® 

It is therefore clear how difficult is the political life of 
Canalejas. If he proceeds with his radical projects, the Catholic 
movement of protest will place him in serious danger; but if he 
recedes, and does not fulfill the promises of his program, he will 
alienate the good-will of his most powerful auxiliaries of the 
extreme Left. This latter peril is already making itself evident, 
for the strikes which have taken place in the mining and metal- 
lurgical basins of Bilbao and Barcelona have a political rather 
than a social character. The present writer feels that he must 
agree with the Socialist leader, Pablo Iglesias, who says of the 
policy of Canalejas: “Je ne vois que du ‘bluff’, beaucoup de 
bruit, et trés peu de besogne.”?® 

Luts GARCIA GUIJARRO. 

Madrid, September, 1910. 

(Translated by Freperick B. Luguiens, Yale University.) 


* A. Maura, Speech before the Congress of Deputies on the Law of Asso- 
ciations, November 9g, 1906. 

“ Inter Catholicos Hispaniae, February 20, 1906. 

* Pius X, Consistory of December 6, 1906. 

*Interview published in PHumanité, September 8, 1910. 
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:* is twenty years the 26th of October since Switzerland 

adopted the principle of compulsory workingmen’s insur- 
ance by the acceptance of a special article in the constitution. 
We have not yet succeeded in giving effect to this article. 

The first attempt, as ‘is well known, was rejected by the vote 
of the people in 1900, and a second is not yet ready to be put to 
the test. The slow progress in this matter, however, is not the 
fault of the legislative authorities of the Swiss Confederacy, for, 
as soon as questions of wide-ranging innovations arise, they have 
much greater obstacles to conquer on account of the conservative 
working Referendum than exist in countries which have a 
purely parliamentary form of government. 

The political and economic relations of Switzerland did not 
hinder the introduction of progressive legislation for the pro- 
tection of workmen. In respect to its factory and liability 
legislation Switzerland has long stood at the head of industrial 
nations, and the reforms planned by the impending revision of 
the factory laws may again be considered worthy of imitation by 
other countries. If now, in spite of this, the installation of a 
system of workingmen’s insurance, in the modern sense, has not 
as yet been accomplished in Switzerland, the causes must be 
sought as much in social insurance as in the characteristics of 
Switzerland itself. 





Peculiar conditions which have delayed workingmen’s insurance in Switzer- 






































































236 Yale Review. [ Nov. 


Legislation for the protection of workingmen is principally 
for the benefit of all the people; workingmen’s insurance, on the 
other hand, presupposes the existence of a specific class of 
workingmen. In spite of its progressive industrial develop- 
ment, no special working class has been formed in Switzerland. 
The history of the country, the division into numberless small 
communities, the democratic form of government, the great 
spread of house-industry, and the decentralization of factory 
industry, equally with the strong development of social forms of 
assistance and the aversion, peculiarly keen in a democracy, 
toward a special class privilege, have all hindered the growth of 
a working class. One can discuss a system of national insurance 
in Switzerland, but not a system of workingmen’s insurance, as 
the conception of it has been worked out through German 
legislation. The peculiar form of Swiss settlement and poor 
laws prevents the need of such a federal or cantonal workingmen’s 
insurance from being felt to a greater degree. 

Legislation for the protection of workingmen has gone 
through the same process of development in all countries; work- 
ingmen’s insurance, on the other hand, has been established in 
different ways according to the political, economic, and social 
peculiarities of the different States. In general, two diametri- 
cally opposed systems are to be recognized in social insurance 
legislation. 

The system of voluntary insurance, with governmental fur- 
therance, more or less strongly emphasized, rests on the principle 
of economic Liberalism, and is for that reason especially to be 
found in those countries where the individualistic idea has its 
birth and has been most promulgated. Above all, it is to be 
found in England and France, as well as in Belgium, Italy, and 
Spain, principally in those countries in which the Romanic ele- 
ment predominates. 

The system of compulsory insurance, with purely govern- 
mental regulation, was first adopted by Germany, soon followed 
by Austria, Hungary, the Netherlands, Luxemburg, and, more 
recently, by Norway; this system can, therefore, be also called 
the Germanic system. 
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In Switzerland, Germanic and Romanic culture meet, and 
influence each other. It can not be disputed that this double 
inheritance has made itself felt in social insurance. Switzerland 
is perhaps not adapted to a strong preference for one of the two 
systems. The legislators have up to now favored the Germanic 
system, because they expect the quickest and cheapest results 
from a systematic development of this system. But, as was the 
case in France and England, the voluntary system of insurance 
has long gained ground in Switzerland. It will be as impossible 
in Switzerland to reject those national forms of insurance which 
have sprung up under similar conditions, as it was for the legis- 
lators in the former two countries to give those who needed 
insurance a totally new system which was not based on the 
traditional enjoyment of private initiative. In regard to sick 
insurance, therefore, legislation will have to be devised so as to 
favor existing institutions; in regard to accident insurance, on 
the other hand, where mainly the system of liability is to be 
supplanted, there must be a preference shown for the Germanic 
system in order to be successful. An historical resumé of Swiss 
insurance legislation makes this point clear to the reader. The 
previous history of the present bill may be briefly recalled. 

The Commission of the Council of States first turned its 
attention to German legislation on insurance in the preparation 
of the federal law of 1881 concerning employers’ liability in 
factory industries, and designated this solution as by far the most 
favorable for the workingmen. ‘The Commission held that the 
enactment of such a law would not be favorable for Switzerland 
at that time, but believed that that system of insurance, as soon 
as it should have been tested in Germany, should also be intro- 
duced into Switzerland. 

The Klein motion, accepted by the National Council in 1885, 
requested the Federal Council to investigate and report upon the 
question whether or not the introduction of general, obligatory 
accident insurance for workingmen might be advisable. In the 
consideration of this motion, the replacement of liability by 
insurance was debated. Subsequently, in 1887, liability was 
increased noticeably in favor of the workingmen, and, at the 
same time, the Federal Council was invited to submit as soon as 
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possible to the Councils a report and proposition concerning the 
introduction of a general, compulsory state accident insurance of 
workingmen. 

A report of the Swiss Handels und Industrieverein, which 
was first published in 1890 and 1893, was favorable to the intro- 
duction of compulsory insurance against accidents, as well as 
against sickness, while the liability system was condemned. In 
order to obtain the necessary information for the introduction of 
the insurance, statistics were collected of all accidents in Switzer- 
land from April 1, 1888 to March 31, 1891 (published in 1894). 
Above all, however, it was necessary to give the Confederacy the 
necessary constitutional power for the introduction of the insur- 
ance. This was done by the ratification of “Article 34 bis’ of 
the federal constitution : 

“The Confederation shall provide, by legislative enactment, 
for insurance against sickness and accidents, account being taken 
of existing sick clubs. It can declare participation in the 
insurance to be obligatory in general upon all or for certain 
determined categories of citizens.” 

This new amendment of the Constitution was accepted 
October 26, 1890, by a popular vote of 283,228 against 92,000. 
The Department of Industry then assigned the task of 
working out the necessary laws in January, 1891, to the 
National Councillor Forrer. The drafts were then submitted 
to a special Expert Commission and deliberated upon by them in 
1893. After a revision of the draft with reference to these 
deliberations, it was in 1895 examined by the Federal Council 
and sent with a message of the 21st of January, 1896, to the 
legislature. In the next three years the drafts were thor- 
oughly discussed, first by the National Council, then by 
the Council of States, the pending differences between the two 
chambers were quickly adjusted through the pressure of the 
indefatigable Forrer, and the proposal was accepted almost 
unanimously by the councils at the beginning of October, 1899. 
The financial side of the law was also thoroughly examined and 
it was believed that the cost of insurance could be met, without 
the creation of new sources of income, from the general increase 
of the receipts and from economies. 
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During the legislative term the Referendum was asked by 
117,461 citizens of all the Cantons. By popular vote May 20, 
1g00, the law, which had not stimulated an active discussion in 
the press, was rejected by 341,914 votes against 148,035; only 
the Canton of Glarus showed a majority in favor. <A short 
comprehensive review of the “lex Forrer”’ is here in order. 

All wage earners from the age of 14 on, whose yearly income 
or salary did not exceed the total of 5,000 francs, were made 
subject to compulsory insurance. The independent earners of 
house industries could, by vote of the Cantons, likewise be made 
subject to insurance. All between the ages of 15 and 45, who 
were not required by law to insure themselves, could do so 
voluntarily. 

In order to carry out sick insurance, district sick associa- 
tions (2,000 inhabitants at the least should form a district) 
and factory sick associations were provided. For accident insur- 
ance the government was to create a state insurance institution. 

The benefits of the sick associations were to be free services 
of a physician for a period not to exceed one year and, beginning 
from the third day of sickness, the payment of sick money amount- 
ing to 60 per cent. of the average daily wages based on a graded 
classification of earnings under ten heads. Upon the sick asso- 
ciations fell also for the first six weeks the burden of incapacity 
due to accidents. In case of chronic incapacity, the benefit was 
to consist in an annuity of 60 per cent. of the wages; in case of 
death, besides a death benefit of 20-40 francs, in a maximum 
pension of 50 per cent. of the year’s salary to the heirs. 

The premiums were to be raised in the case of sick insurance 
from a federal tax of one centime a day for each member and a 
maximum tax on the employer and on the employee of 4 per cent. 
of the earnings. In the case of compulsory insurance, the 
employer was to pay half; in the voluntary insurance, the insured 
was to pay the total tax himself. The National Council could 
also vote for mountain districts, as well as for agricultural 
laborers, small tradesmen and mechanics subject to compulsory 
insurance a further contribution from the government of the 
maximum of one centime a day for each member. The Canton 
guaranteed the dues of the independent workman engaged in 
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house industry. The Canton had also to assure the responsibility 
for all deficits of the sick associations. The supervision of the 
public funds was to be given to the officers of the Canton under 
the control of the Confederacy. Disputes were to be settled in 
the courts of arbitration of the Cantons with appeal to an 
insurance court of the federation. 

In accident insurance the premiums were graded according to 
the degree of injury and the wage class; the government 
paid one-fifth of the premium, the employer the rest; he, how- 
ever, could take one-fourth of his share, or 20 per cent. of the 
entire premium, from the earnings of the workman. The 
liability law was repealed. Contrary to the former practice, the 
workmen had their benefits decreased (from 100 per cent. to 60 
per cent.) and had besides this to pay a part of the premium, 
which up to this time had not been the case. For this, however, 
the workman was insured, and need not resort to a liability suit 
for his rights. 

Besides the public societies (Kreiskrankenkassen and Betriebs- 
krankenkassen) the voluntary sick societies were still left the 
right to participate in the subvention of Confederation, as far 
as they furnished their members with equal benefits. The num- 
ber of persons subjected to compulsory insurance was reckoned 
at 600,000 and the division of the burden was provided for in 
the following manner: 


Sick Accident 
Insurance fr. Insurance fr. Total fr. 


Government 2,624,000 5,164,000 22 
Employer 4,872,000 10,872,000 46 
Employee 1,624,000 7,624,000 32 





14,540,000 9,120,000 23,660,000 100 


For those insured voluntarily the Confederation would have 
had besides this to pay about two million, so that its entire tax, 
including 300,000 francs for military insurance, would have 
reached the sum of 7,545,000 francs. 

Since in the law of 1899 the provisions concerning the military 
insurance were not affected, they were separated and, after 
revision, made into the law of the 26th of June, Igor. 

After the rejection of the law of 1899, there was a general 
demand for the preparation of a new draft. Petitions and reso- 
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lutions from different sources were sent in to the Federal 
Council and the Federal Assembly. Some desired that the sub- 
vention of the government should be divided amongst the cantons 
proportionally to the population; others demanded the direct 
subvention of the existing sick associations by the Confederation. 
Even in the preparation of the first draft, the ignorance con- 
cerning the standing at that time of the different voluntary 
insurance organizations was experienced again and again in 
unpleasant ways, and it is an undisputed fact that this first draft 
was chiefly wrecked because the interests of the numberless 
voluntary aid associations already existing were too little 
regarded. As soon, therefore, as the preparation for a second 
draft was taken up, it was at once clear that the system adopted 
could only be successful if it made use of that already existing. 
The majority which rejected the measure had been opposed not 
to the substance, but to the proposed form. 

It was necessary, first, to obtain exact statistics of the existing 
benefit societies. The statistics concerning the voluntary benefit 
societies in Switerland for the years 1865 and 1880 prepared by 
Professor Kinkelin in a manner acknowledged as excellent, could 
naturally not be considered as authoritative after the year 1900. 
Therefore, for the third time, the Swiss Statistical Society, at 
the instigation of the Department of Industry, took the initiative 
in an investigation and published in September, 1907, the Statis- 
tics of the Mutual Benefit Societies in the Year 1903. The 
results of this collection of statistics were available for use 
in the Message of the Federal Council concerning sick and 
accident insurance, issued the roth of December, 1906. 

This extremely interesting collection of statistics, prepared by 
Dr. A. Gutknecht, occasioned many surprises. Above all, it 
revealed the great development of the mutual insurance system 
since the year 1880. The number of societies had doubled and 
the membership increased to one-half million, i.e., two and one- 
half times the former membership, so that the percentage of the 
insured inhabitants increased from 7 to 15 per cent. 

It is very interesting to note that the benefit societies of Great 
Britain, which are also organized on the principle of voluntary 
membership and self-government, developed in the period 
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between 1875 and 1903 in a very similar fashion. The member- 
ship amounted to about six millions in 1903, i.e., likewise 15 per 
cent. of the population. In Germany, however, under the sys- 
tem of compulsory insurance, the number of those insured 
against sickness amounted in 1906 to 20 per cent. of the inhabi- 
tants. It is easy to see that in Switzerland and Great Britain 
the lowest classes of workmen, who need insurance most, are not 
embraced in the system of voluntary insurance and never can be. 
If the system of voluntary insurance is lacking in this respect, it 
still cannot be disputed that just those lowest classes themselves, 
in spite of obligatory insurance, must be left to charity. The 
popular vote of 1900 shows that the system of voluntary insur- 
ance cannot, because of its failure in this respect, be replaced by 
that of compulsory insurance, which was displeasing to the people. 

The statistics of the Swiss benefit societies of the year 1903 
showed, however, that the financial condition of the societies was 
still an unfavorable one, and since the earlier investigations no 
improvement could be discovered. Excluding the great benefit 
societies of transportation companies, the dues of the remaining 
benefit societies have scarcely covered the running expenses. 
The surplus income of the sick benefit societies in 1903 is due 
only to the interest on the thirty-five million endowment. Unfor- 
tunately, Swiss statistics give no information on the actuarial 
balances of the insurance societies, as is done in the case of the 
English benefit societies. In this matter of financial statements, 
the Forrer draft would have effected an improvement, and every 
new insurance law that aims not only at the quantitative exten- 
sion of the aid societies, but also at their qualitative betterment, 
must strive to give them a better financial foundation. 

It is above all things extremely difficult to do justice to the 
demands which a system of insurance societies, based upon the 
technical principles of insurance, demands of an organization, 
without endangering the principle of complete freedom. A con- 
sideration of the development of the English aid societies shows 
however, that this difficulty can be overcome. In England, the 
benefit societies have developed, to a great extent, through the 
private initiative of those who needed insurance. This, how- 
ever, has shown itself too weak to satisfy all demands. Besides 
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the friends of voluntary insurance there was also, therefore, an 
active party which considered obligatory insurance the only 
salvation. Legislation had been, however, limited to protect, 
develop, and further the system already existing, and not to 
replace it by a system of force. Voluntary insurance is so deeply 
rooted in the habits of the English that there is no longer 
room for compulsory insurance. The English benefit society 
legislation gives the societies certain rights and privileges, but 
lays certain definite duties upon them. The most important of 
these are the full publicity of the management, and the submis- 
sion to the proper government department of a yearly report, 
and of a statement of the specific results of insurance operations. 
The rigid publicity of the yearly report and financial statements 
has substantially helped to increase the strength of the aid socie- 
ties. The appeal to the spirit of competition of the societies has 
had excellent results. Further, the two latest statistical state- 
ments of benefit societies of both countries, the Swiss of 1903 and 
the English of 1905, show in different points a remarkable agree- 
ment. A more detailed consideration of the two publications 
would, however, lead us too far afield. We shall, therefore, 
return to the consideration of Swiss legislation. 

In the light of the lessons of the preceeding insurance cam- 
paign, of the results of the third publication of benefit society 
statistics, as well as of some among the many memorials handed 
in to the officials since the year 1900, a new bill for sick and 
accident insurance was worked out. A commission was 
appointed from the Federal Council in 1905, consisting of 
Messrs. Deucher, Comtesse, and Forrer, the last of whom had 
been elected, in the meantime, to the Federal Council. This 
delegation was directed to occupy itself especially with sick and 
accident insurance legislation. The principle was established 
that sick insurance should be carried out in the form of subven- 
tion of the existing societies; accident insurance, on the other 
hand, as a national affair. Both branches of insurance should be 
legislated upon at the same time. A jurist was then appointed, 
Dr. E. Cérésole, for the Department of Industry, who should 
work out the new drafts. In December, 1904, he submitted to 
the Department a draft for sick insurance and in February, 1905, 
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a like one for accident insurance. The commission of the 
Federal Council occupied itself with these drafts until July, 1906, 
and on the roth of December, the Message of the Federal Council 
with the finished draft of the law was submitted to the Federal 
Assembly. 

The fact that the officials dared not expose the new draft to 
the chance of failure, and that, after the rejection of the law of 
1899, a new defeat of legislative activity would hinder social 
insurance for a great many years, caused the Federal Council to 
compromise. 


In the case of sick insurance, the principle of compulsion was 
abandoned. The adoption of obligatory insurance was left to 
the cantons or communes. Compulsory insurance of course may 
be introduced by the legislative body at a later date, when the 
situation is more favorable. Individual cantons already accept 
the principle of compulsory sick insurance, and benefit society 
statistics have shown that 120,000 people, that is, a fourth of 
the membership of all sick benefit societies, are compulsorily 
insured. It is hoped by the proposed law so to further voluntary 
insurance that it also will become general. The passage of the 
law of 1898 in France for the subvention and inspection of 
the present mutual benefit societies caused a rapid increase 
of the number of those who are insured against sickness, and 
to-day they number about 7 to 8 per cent. of the population. 
Under a similar system, the proportion in Belgium is 11 per cent. 
of the population, and in England 12 per cent., while the cor- 
responding number insured under the system of compulsory 
insurance in Germany is 20 per cent., and in Austria only I1 per 
cent. In Switzerland, more than half (about 55 per cent.) of 
those who were to be insured according to the earlier draft are 
already insured against sickness, part voluntarily and part com- 
pulsorily. 

To further sick insurance, the Confederacy makes use of sick 
benefit societies recognized, inspected, and subsidized by it. 
Only those shall be recognized which carry on sick insurance, 
exclusively or in connection with other kinds of insurance, and 
have their headquarters in Switzerland. In regard to member- 
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ship, it is demanded from these societies that they accept persons 
of both sexes under the same conditions, and that they do not 
exclude candidates because they are Swiss citizens. Aliens can 
therefore at any time become members of recognized sick benefit 
associations under the same conditions and privileges as the 
Swiss themselves, provided they live in Switzerland. In return 
for this extension of privileges to aliens, reciprocity treaties may 
provide that the Swiss in foreign countries shall enjoy the 
benefit of their insurance legislation. In this way, Switzerland 
also does her share in the development of an international social 
insurance. 

No harm results to the sick benefit associations from the 
admission of women under the same conditions as men, since 
the greater frequency of sickness among women is balanced by 
their lower average age. Women in childbed, who after 
recovery are not yet allowed by law to continue their occupations, 
are paid, during the continuation of the prohibition, half the sick 
benefit paid in case of sickness. 

The Karenzzeit, 1. e., the time which must pass from the day 
of entrance of a member until the beginning of his eligibility for 
benefit, can be no longer than three months. 

The Wartefrist, i. e., the time from the beginning of the sick- 
ness until the beginning of payment by the society, can be 
three days at the most in the case of a society which pays a sick 
benefit ; in the case of a society which only supplies medical aid, 
there is no period. The duration of the minimum payment is 
fixed at six months, at the least. This minimum benefit consists, 
with those societies which care for the sick, in the rendering of 
medical treatment and medicine, or in the case of those which 
pay money, in the payment of at least one franc a day. 

As the statistics of the benefit societies show, these conditions 
fixed as normal in the law are already carried out in the majority 
of societies, so that it will not be difficult for all societies 
with the help of the subvention of the Confederation to increase 
the minimum payments or to establish their finances on a sound 
basis. 

The societies which give medical treatment had in 1903 about 
230,000 members, and showed a marked growth since 1880. 
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The societies which give financial aid, found principally in 
Romanic Switzerland, numbered 185,000 members. The differ- 
ences in organization make themselves strongly felt when the 
question of transfer of membership arises. In the bill of 1899, 
with its uniform type of organization, transfer was very simple. 
Since, however, in the new law, societies for special occupations, 
for special trades, for different creeds, or with other conditions, 
are sanctioned, not everyone will find in his own town a society 
which will suit him and which will at once accept him. Here a 
lack is apparent which would have been filled by the uniform type 
of sick benefit societies provided for in the earlier bill. 

All sick benefit societies which fulfill the requirements are 
to be subsidized by the government. The subsidy is to consist of 
one centime per day for each member. This yearly payment of 
the Confederation, of 3 francs 65 centimes, corresponds to 
a daily payment of sick indemnity of about 48 centimes, thus 
about one-half of the required minimum payment. Since the 
daily benefits of those sick associations which give medical 
attendance is reckoned as something less than one franc, these 
societies receive a relatively greater subvention. The govern- 
ment plans in this way to stimulate them further. The govern- 
ment’s contribution to such societies as give besides the medical 
attendance, or a minimum of one franc a day, a money payment 
of at least one franc, is one and one-half centimes per member, or 
5.48 francs a year. Those who are members in more than one 
society receive the subvention only once. The supervision is 
invested in the officers of the Canton. To the government is 
reserved the right of general supervision and control of the 
accounts. The Federal Council ascertains also if the societies 
guarantee their members the necessary security. The striking 
of balances is not, however, demanded. The recognized sick 
societies are obliged also to assist in accident insurance. 

If the proposed draft is far from satisfying all the conditions 
desired in the draft of 1899, its acceptance will nevertheless be 
greeted as an important advance. With the introduction of free 
transfer from one society to another, with the increased facili- 
ties for the insurance of women and children, and with the better- 
ing of the financial condition of the societies, a quantitative and 
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qualitative improvement will be practicable; a foundation will 
thus be created upon which to build later. The text of the con- 
stitution will, it is true, not be exactly realized, since insurance 
against illness will not be created, but only subsidized. In 
respect to this branch of insurance, therefore, Switzerland fol- 
lows the Romanic system. 


Accident insurance could not be founded upon existing institu- 
tions, since the liability laws of 1881, 1887, and 1905 were to be 
superseded. The dissatisfaction with the liability system was 
one of the motives for the acceptance of article “34 bis” of the 
constitution. The following defects are charged against the 
existing liability laws : 

1. The risk to which the employer is exposed through his 
liability for compensation for accidents; he can, it is true, insure 
himself against it; 

2. The impossibility of securing payment, by the injured per- 
son or his heirs, from a non-insured employer who is unable to 
pay; 

3. The long, costly liability suits, which are always very uncer- 
tain in their outcome; 

4. The ill will which even the liability for accidents some- 
times, and the prosecution of a suit always, arouse between 
employer and employee ; 

5. The form and amount of compensation, which do not cor- 
respond to the loss; the maximum payment of 6,000 francs, set 
to clear all claims, is much too small, and the quittance system 
(Abfindungssystem) has in general many disadvantages ; 

6. The payment of full wages, in case of accident (100 per 
cent. of the workmen’s earnings), is dangerous, because it 
encourages simulation ; 

7. The inequalities and injustices which must arise through 
different liability laws existing at the same time. For example, 
the maximum claim mentioned above is not found in the liability 
laws of transportation companies of 1905. 

Most states have substituted, little by little, for the liability 
system, which always has an unpleasant personal character, 
the accident insurance system. Insurance is purely a mat- 
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ter of business. Accident and the material settlement of it 
belong to industry and constitute a certain percentage of the cost 
of production. The workman is thereby made independent of 
the employer, and the opposition which liability for accident has 
created between employer and employee vanishes. The Message 
of the Federal Council, therefore, designates the solution of the 
question of accident insurance, next to that of sick insurance, 
as the most pressing need. 

The present draft of accident insurance legislation has taken a 
number of points from the law of 1899, such as the creation of 
a federal accident insurance bureau, the indemnification of 
all accidents, even non-industrial, the benefit to the injured and 
the manner of the subvention by the government. This bill had 
necessarily to depart from the early draft in defining those com- 
pelled to insure. The Forrer law demanded the compulsory 
insurance of all dependent wage earners. The new draft could 
not go as far, because sick insurance, which has to be carried 
into effect simultaneously, does not recognize compulsion. 

Insurance is required, rather, only in those trades which are 
covered under the present liability law. Employees in agricul- 
ture, handicrafts, small trades, commerce, and domestic service, 
as well as workers at home, day laborers, and casual workmen 
do not come under the accident insurance law. On the other 
hand, all these classes of workmen can insure themselves volun- 
tarily and enjoy the subvention of the government. The way 
is thus prepared for a further extension of insurance; and the 
experience gained can be used in future legislation. Aliens are 
subject to the same conditions as the Swiss, but mere transitory 
work in Switzerland in the employment of a foreign concern 
does not necessitate insurance. The right to receive payments 
shall not be taken away because of residence in a foreign country. 

The two main features of the accident insurance law, namely, 
the Federal Accident Insurance Bureau and the insurance of 
accidents not peculiar to the industry, have a close organic rela- 
tionship. In making insurance obligatory, for certain persons, 
the government binds itself to provide the means of insurance. 
At the same time, it did not wish the injury of a workman, 
which is always a misfortune to the injured, to become an object 
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for private speculation. This demanded the creation of a special 
institution, which alone should have the right to carry on the 
business of insuring laborers against accident. In order to 
arouse the most intense interest in the welfare of this institution, 
all should be subject to the payment of dues. As compensation 
for the dues paid by the workmen, which, under the liability 
system were naturally out of the question, as well as for the 
reduction of the benefit from 100 per cent. to 70 per cent. of the 
wages, all the accidents, even those not pertaining to the industry, 
are to be covered by insurance. Moreover a share in the 
management of the insurance institution must now, of course, be 
conceded to workmen. 

The accident insurance bureau must be thought of as a great 
mutual clearing house which is administered by all who have an 
interest. The competition with private insurance companies, 
who would usurp the good risks with a careful rejection of the 
bad, had to be eliminated because of the smallness of the country. 
Further, the institution enjoys the privileges of free postage, free- 
dom from taxation, freedom from stamp duty and the rights of 
a legal corporation. To the board of management, consisting 
of representatives of the government, the employers, and the 
employees, according to the percentage paid by each, authority is 
given not only in purely business affairs, but also to establish 
premium and risk tariffs, as well as actuarial tables for regu- 
lating payments. The employer and the employee codperate in 
the carrying out of the insurance at the lowest possible cost, and 
in the establishment of rules and regulations for the prevention 
of accidents and of simulation. 

The institution is to maintain agencies to carry on the ordinary 
business of insurance. It may, for this purpose, make use of 
recognized sick benefit societies at a low compensation, as far 
as they are suitable. There is also an important reinsurance 
service for the minor accidents whose cure takes less than six 
weeks. This is also given over to the local sick benefit societies, 
in return for the payment of a fixed premium. By the prospect 
of a slight profit, the societies are interested in the proper manage- 
ment and care of small accidents, and the institution thus escapes 
with the least expense. 
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The benefits of the institution consist in the granting of care 
and money to the injured, in invalid pensions, in death benefits 
and in pensions to the heirs. Sick benefits and invalid pensions 
amount to 70 per cent. of the earnings, the pensions to survivors 
to a maximum of 50 per cent. and a death benefit of 40 francs. 
Intentional bringing about of accidents and gross negligence led 
to forfeiture or scaling down of claims. Even non-industrial 
accidents, which many times are hard to distinguish from indus- 
trial accidents, and often formerly led to suits, are now included 
in the insurance. With this provision, Switzerland has placed 
herself in an entirely new position, which has as yet not been 
occupied by any other nation with a perfected insurance for 
workmen. 

The subvention of the Confederation amounted, according to 
the law of 1899, to a fifth of the entire premium; three-fifths 
were to be paid by the employer, and one-fifth by the employee. 
In the present draft, this division is provided for, but only as an 
average. Specifically, the less dangerous trades receive a rela- 
tively larger contribution to the premium from the Confedera- 
tion. For these the danger from non-industrial accidents is 
relatively greater; furthermore, it is planned in this way to 
encourage measures for prevention of accidents. The rest of 
the premium is to be paid by the employer; he can, however, 
withhold the maximum of one-fourth of his share from the earn- 
ings of the workman. 

The cost of establishing the bureau for accident insurance is 
to be paid by the government, and it also pays half of the cost of 
management. The disputes arising from this law shall be settled 
legally by an insurance court created solely for this purpose. 

The yearly expenditure of the government is estimated as 
follows: 


Sick insurance, 600,000 insured 3,256,000 fr. 
Accident insurance, 430,000 insured 3,650,000 fr. 


The cost of establishing the insurance bureau, estimated at 
200,000 francs, must also be added to this. 
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For parliamentary consideration, the bill of the Federal Council 
first went to the National Council, where it was referred to a 
committee. Public criticism became now very active, and in 
addition to the comment of the press, the committee was 
showered with memorials, petitions and resolutions. The boards 
of trade of different cities and cantons, for the most part, opposed 
the bill. Very little was said in general against sick insurance; 
only the right of a free choice of a physician was criticised. 
Accident insurance, especially the bureau for accident insurance 
and the insurance of non-industrial accidents, was pronounced 
unacceptable both by those engaged in trade and manufactures, 
and by private insurance companies; even the manner of paying 
the premiums, the form of notification, and the division of the 
subvention of the government had opponents. 

The committee of the National Council thoroughly considered 
the numerous objections and completed its deliberations, which 
took about forty sessions, in May, 1908. In regard to sick insur- 
ance, the committee voted to make over the right of the cantons 
to introduce compulsory insurance to the communes; to render 
possible the recognition of societies with definite political, trade, 
or religious affiliations; to facilitate transfer; to retain the free- 
dom of choice in regard to physicians and druggists; to increase 
the benefits to women and those in childbed; to increase the con- 
tribution of the government to societies in mountain regions; 
and to make it the duty of the government to share the costs of 
obligatory cantonal insurance. For women and children the 
payments of the government are increased to 1% centimes and 
for societies which give combined benefits to 1% centimes. 

In regard to accident insurance, the Commission voted to 
adhere firmly to compulsory insurance, to the establishment of an 
accident insurance bureau, and to the insurance of non-industrial 
accidents. On the other hand, the individual insurance provided 
in the draft is dropped, and for it the simpler collective insur- 
ance with the keeping of wage scales is substituted. In place of 
the graded contributions of the government which were found too 
complicated, there was proposed a uniform contribution of % of 
one per cent. of the wages; the rest of the premium is paid 34 
by the employer, and % by the employee. Voluntary insurance 
has been extended to wider circles; the benefits for all grades 
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raised 10 per cent. The buying out of a pension is provided 
for in special cases of traumatic neurosis. The cooperation of 
the sick societies as reinsurers for minor accidents was organized 
in such a way as to lead to a greater independence of the societies, 
The changed draft will affect about 700,000 people (20 per cent. 
of the population) in sick insurance and 300,000 in accident 
insurance, and accordingly the payment of the government is 
increased yearly from 7 million to 9 million francs. 

The National Council itself, which at the instance of the chair- 
man of the committee, Hirter, closed the discussion of the bill 
before the election in the fall of 1908, adopted in practically all 
the important points the report of its committee. Certain 
diseases peculiar to particular trades are also included in the 
insurance. Only those shall be eligible as physicians and drug- 
gists who are in possession of a federal diploma. 

In the principal points, therefore, the National Council has 
endorsed the draft of the Federal Council of 1906. The bill was 
now given to the committee of the Council of States, already 
appointed in the session of December, 1908. This committee 
handed in its report at the end of 1909, so that the Council of 
States could pass upon the whole draft in the session of 
December, 1909, and of the spring of 1910. 

The Council of States, at the instance especially of the chair- 
man of the committee, Usteri, adopted a number of changes in 
the bill. The insurance of sick benefit for children under four- 
teen years was prohibited; on the other hand, women in child- 
bed are to receive the full sick benefit for six weeks after 
confinement. The government is to pay a considerable lying-in 
premium to the societies. The federal contributions are to be 
reckoned for the whole year in a round sum, instead of by days. 
The dues of the government are fixed at 3 francs, 50 centimes for 
children, 3 francs, 50 centimes for men, and 4 francs for women, 
when the societies provide for the minimum benefits. For com- 
bination benefits, the federal subvention is raised to 5 francs. 
The regulations concerning transfer are simplified, and the 
freedom of choice of physicians is restricted in the interest of 
the societies, so that in the bigger communities the societies may 
make contracts with some of the doctors. The number of con- 
tracting doctors, however, must be over half of those practicing 
in the community. 
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The Council endorsed the erection of a federal bureau for 
accident insurance; Lucerne was named as its location, and the 
management was given greater independence. On the other 
hand, the Council of States separated the insurance of industrial 
and non-industrial accidents. The costs of industrial accidents 
are to be assumed by the employers, those of non-industrial 
accidents, on the other hand, by the insured. This complete 
separation will work favorably on the relations between 
employers and employees. Of the federal subvention, a part is 
to be used for the net premium of non-industrial accidents, the 
other part for the cost of maintenance; the government con- 
tributes nothing to the premium of the employer. Of course, 
this arrangement necessitates the keeping of separate books. In 
the interests of the insured, the measures concerning occupational 
diseases are extended to include also those cases the cause of 
which can only be traced mainly to a material dangerous to 
health. 

After a detailed investigation, the Council of States concluded 
that the net premium, advocated by the Message of the Federal 
Council, 2.5 per cent. of the wages, should be raised to 3.3 per 
cent. The division of the cost of the insurance is altered by this. 
The number of insured being the same as in the proposals of the 
National Council, and allowing a 10 per cent. increase in the 
wages, the estimate becomes as follows: 


Voluntary Sick Insurance of Societies ................ 3,490,000 fr. 
Compulsory Insurance of Cantons .................055 780,000 fr. 
Additional contribution for Mountain Districts ........ 300,000 fr. 
PN IIE iinlbcs wc cchanekduwd situwkcadisccnciws 2,178,000 fr. 

Ne ti Td ek ane Sasi sedan ae be Rie AD WES 6,748,000 fr 


In accident insurance, the division of the entire burden is as 
follows: 





Government Employer Insured Total 
Net premium for industrial 
tater hacneckanses 19,800,000 19,800,000 
Net premium for non-indus- 
trial actidents ........... 990,000 2,970,000 3,960,000 
Cost of administration ..... 1,188,000 990,000 198,000 2,376,000 
0 2,178,000 20,790,000 3,168,000 26,136,000 


a 8.3% 79.6% 12.1% 100% 
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The contribution of the government is increased two and one- 
half millions of francs yearly above the estimate of the National 
Council. 

Both Councils have taken a position based essentially upon the 
proposals of the Federal Council. They are unanimous in the 
subvention of existing sick benefit societies; in the establishment 
of an institution for accident insurance and in the insurance of 
non-industrial accidents. The resolutions of the Councils dis- 
agree in some subordinate points, but the reconciling of these 
will scarcely occupy more than half of 1911. In case the Refer- 
endum should be applied again, the vote of the people could then 
take place in the fall of 1911, or at the latest in the spring of 
1912. 

By the acceptance of this improved draft, a great social work 
will be accomplished, and Switzerland will then take a prominent 
place among the nations in regard to labor insurance, as she 
already does in labor legislation. The obligation which the gov- 
ernment assumed, twenty years ago, toward those who are robbed 
of their earnings through sickness and accidents, will be met by 
the Swiss people through this insurance. Where the law does 
not yet effect the completest realization, it yet contains the prep- 
arations for, and the possibility of, a later development. In 
respect to the extent and the benefits of insurance, Switzerland 
can scarcely be said to be behind the recognized high standards 
of the German Empire, if one excludes old age and invalid 
insurance, as well as the insurance of relatives, which still 
emains to be created. 


O. H. Jenny. 


Statistisches Amt, Basel, Switzerland. 
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ISS EASTMAN’S book, published under the title above, 
is a comprehensive presetitation of the material 
gathered for the Pittsburg Survey in 1907-08, and for 
the New York Employers Liability Commission in 1909. As 
described in the publisher’s advertisement, it is a “dramatic and 
compelling account” of industrial accidents, studied with the 
object of determining: (1) the indications as to responsibility, 
and (2) the material loss and privation resulting therefrom. 
The materials, as far as they attempt to determine the causes 
and sources of responsibility, are questionable. Their purpose 
is to correct the distorted and prejudiced accounts of accidents 
which have come from the employers’ reports, and from the 
evidence of employees whose jobs possibly depended upon a one- 
sided testimony, given before discredited and perhaps venal 
coroners’ juries. Yet, however prejudiced such past testimony 
may have been, and however earnest is the purpose to present a 
truer picture, it cannot be claimed that evidence taken from six 
months to a year and a half after the occurrence of an accident, 
from the testimony of interested and perhaps justly bitter friends 
and relatives, or from the hearsay of fellow workingmen, anony- 
mous foremen and labor representatives, is a safe basis for any 
exact statistics from which to draw deductions as to causes and 
responsibilities. And when such figures are colored by the neces- 
sities of a “dramatic and compelling” style in order to prove 
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that only thirty-two per cent. of the fatal accidents can be laid 
to the responsibility of the victims, their reliability suffers accord- 
ingly. We might accept the conclusions as roughly indicative of 
conditions, were they not further weakened by the attempt to 
show that only twenty-one per cent. are really caused by the care- 
lessness of the worker; strictly speaking, five per cent. being due 
to his ignorance, three per cent. to his youth, one per cent. to 
physical weakness and two per cent. to drunkenness. 

A great amount of valuable material in the nature of obser- 
vations rather than of exact evidence is presented by the author 
to establish the necessary points: (1) that industrial accidents 
to-day bear no proper ratio to a carelessness which is preventable 
by employees, but (2) are in large part due to the inevitable risks 
of industry inherent in modern organization and methods, and 
therefore (3) are to be prevented, so far as law can reach them, 
by more exacting regulations of the industry itself, rather than 
(4) by throwing so heavy a burden upon the imperfect human 
operators, as the precedents of an older and different industrial 
system allow us to do. These propositions taken by themselves 
are incontrovertible; by no one less so than by those who really 
know the nature of present conditions best—the employers and 
organizers of our great manufacturing industries, railroads and 
mines. They are rather weakened than strengthened by attempt- 
ing through many deductions to fix the exact ratio of responsi- 
bility. All of us who are in any way intimately connected with 
the present system must realize to what a large extent accidents 
are due to our processes and methods of production and transpor- 
tation, to working under high pressure or fast speed, to powerful 
tools, to faulty construction and improper inspection, and to the 
incalculable effect of excessive strain and temperature, all 
operated by or under the direction of imperfect men and women. 

But taken as a whole, Miss Eastman’s work conclusively illus- 
trates in a way that is both timely and necessary how inexor- 
able and inevitable is the connection between the various powers 
of modern industry, imperfectly harnessed and operated, and the 
average limitations of human nature. Whether we accept her 
specific classifications (and many of them seem most question- 
able), is not material to the earlier stages of her argument. 
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In the chapter on the prevention of accidents the important 
question is discussed as to what remedies the law can best 
exercise to improve conditions. These remedies are considered 
under two heads or theories, whose sphere cannot always be 
separated: (1) limitations upon production and elimination of 
the compelling force of competition as an economic measure of 
regulation; (2) more stringent and exacting laws regulating 
construction, inspection and physical conditions of production, 
as a legitimate exercise of the police power. The author, while 
not arguing for the necessity of legal limitations, evidently 
doubts the satisfactory efficiency of police regulations. The fol- 
lowing list of the remedies proposed suggests how they may take 
the direction either of limitation of production, or of its regu- 
lation, according to the purpose of the enacting legislatures. 

1. Those tending toward limitation on production are: 

(a) Reduction of the hours of work. 

(b) Reduction of the rate or speed of production in many 
lines of work. 

(c) Restrictions on the employment of foreigners, and of 
immature and green hands. 

2. Those tending toward police regulations are: 

(a) Requiring more stringent provisions for safety in 
construction. 

(b) Compelling adequate plant inspection and the correction 
of known defects. 

(c) Requiring adequate warning and signal system. 

(d) Compulsory instruction of workers in hazardous trades. 

(e) Prevention of the employment of inebriates and moral 
wrecks. 

It will not always be possible for legislatures acting under 
political pressure to distinguish as to whether statutes in the 
form of police regulations are really designed for the protec- 
tion, safety, health, and conservation of its citizens, or are 
disguised in the form of police regulations but really designed 
to limit production and to artificially raise a class of wages. The 
dividing line between the two is sometimes a shadowy and indefi- 
nite one. But it certainly is to be hoped that it will not become 
the policy of any State to resort to such limitations on produc- 
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tion as a means of preventing accidents without exhaustively 
attempting to perfect an efficient and honest inspection and regu- 
lation of dangerous trades, coupled with complete and systematic 
publicity of all accidents and their causes. 

It is to be regretted that Miss Eastman, while clearly stating 
the issue between limitation and regulation, failed to show that 
the necessary result of such limitations on production as increase 
its cost is a correspondingly higher cost of living, entailing 
increased burdens for workingmen to carry. Restricted produc- 
tion and higher prices, the first expedient which suggests itself, 
is a tax upon the consumer, who, if anyone, profits by the present 
injustice. But we must not forget that this consumer is to an 
enormous extent also the producer, and that the cost of such a 
direct tax in the shape of higher prices will be infinitely greater 
than the increased cost of regulating effectively what we are 
now doing ineffectively, often wastefully and dishonestly. 

In the study of the distribution of the income loss, the author 
is dealing with facts regarding average wages, expenses, and 
amount of compensation paid. These are more readily ascer- 
tainable and not subject in their classification to so many deduc- 
tions and observations. As is to be expected from the soundness 
of her general premises, the economic loss is not distributed 
according to the responsibilities properly inherent in the indus- 
tries, but according to the older doctrines of the personal 
responsibility of either the injured person or of the employer 
or owner. It is shown that the burden was borne to the extent 
of eighty-four per cent. of the average income loss by the injured 
persons or their dependants, while the industry added but sixteen 
per cent. of such loss to its cost of production. The condition 
might have been justified only on the ground of the existence 
of that close personal relation between master and servant, 
between production and hand work, out of which our law of 
personal injuries has grown, with its exaggerated defence of 
assumption of the trade risk, assumption of the risk for fellow 
servants, and contributory negligence. 

The question as to whether comparative wages cover com- 
parative risks, upon which supposition the doctrine of the 
assumption of the trade risk was built, is taken up and its 
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falsity amply demonstrated. That wages do not cover the trade 
risk, with certain exceptions in the extremely hazardous employ- 
ments, is obvious when it is considered how slight an increase 
of wages will attract labor to trades in which the risk is abnor- 
mally high. The laborer has no means but the exigencies of his 
situation for intelligently measuring the relative wages between 
two jobs, or of knowing whether the wages cover the trade risk 
or not. And supposing that there was a freedom of choice of 
jobs on the basis of their net returns, it is either impossible or 
impracticable at present for most workingmen to cover the risk 
which they are supposed to have assumed by investing any sur- 
plus earnings, or by buying safe insurance at anything but extor- 
tionate rates. On every hand we are living beyond our incomes. 
Is it to be wondered at that workingmen, between the alternative 
of spending a minute surplus for a higher scale of living, or of 
putting it into industrial insurance at present rates, choose the 
former? 

In the discussion of the genesis of the law and its present 
status the treatment is fair and to the point. The present system, 
based on a theory of personal fault, is in contradiction with 
causes and conditions to-day. It satisfies neither employers nor 
employees and is irregularly unjust and burdensome upon both; 
it does not fairly distribute either the burden of income loss or 
the contingent expenses of disability; it is economically waste- 
ful and cruelly slow; as a whole it is a disgrace to our business 
intelligence, our sympathies, and our sense of justice. 

In the final and very important field of future constructive 
legislation to accomplish a more equitable distribution of the 
burden of accidents, Miss Eastman’s work follows, on inadequate 
grounds, the radical tendencies of recent socialistic and labor 
legislation. The English plan of a uniform scale of compensation 
administered by the State is favored in preference to the German 
ideal of a compulsory insurance of the risk through mutual asso- 
ciations of employers and employees, modified to come within our 
constitutional limitations. 

It has only been at the expense of a long and bitter experience 
in the maiming and losing of lives that we have established the 
principle of industrial accidents as a risk inherent in the nature 
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of modern industry and not justly based upon any theory of 
“personal faults.” Ought it not to follow from this theory that 
“compensation” to a workingman, in the sense of making good 
his loss, is as mistaken a settlement as was the principle of legal 
damages assessed by a court against employers? No amount of 
money can rightly compensate for the life of a husband, son or 
brother. Nor can damages or legal battles turn a negligent into 
a careful employer. For that class of accidents which neither 
public nor corporate foresight can prevent we want neither com- 
pensation paid through the Government nor damages assessed by 
courts, which are legal remedies administered under a theory of 
commercial equivalents between industrial accidents and human 
faults. No solution of the problem will be satisfactory which 
is not in part worked out economically through social agencies 
rather than legally through the courts. 

The “compensation” idea would inevitably involve under most 
of our state constitutions a settlement of the case dependent upon 
legal and personal defences, weakened though they may be over 
the present ones, while either a just or an economical settlement 
of the matter is dependent upon our removing it from the sphere 
of personal responsibility and basing it squarely upon the new 
theory of a risk inherent in the system. Manifestly, neither 
party can merge its rights in a system and be held at the same 
time to personal or individual liabilities. 

The ultimate cause lies in the combination of human energies 
imperfectly educated and controlled, operating tremendous 
mechanical forces imperfectly harnessed and maintained—man 
and organized industry. The direct causes are as varied as the 
characters of men and the organization of industry. They can- 
not be exactly defined by laws. They belong to a system, not to 
individuals. Clearly the remedy must be worked out between the 
component parts of the system, and must be much more in the 
nature of an insurance against a known liability than of a com- 
pensation for damage done. In brief, the ideal solution lies in 
an actuarial determination between the industry and its employees 
of the ratio which this inherent liability plays both in the loss of 
wages and in the element of cost. 
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In order to effect an economical settlement with a maximum 
of help to the injured person, the great waste of legal expenses 
and litigations must be eliminated. The English plan has made 
for a decided increase in the amount of litigation. Equity, 
rather than legal definitions and precedents, can effect a more 
just settlement, and the principles of equity can control the arbi- 
trations of mutual associations more readily than they can direct 
formal courts of law. And until all unnecessary litigation is 
removed and direct settlements are the rule, the real risk to be 
insured cannot be scientifically or approximately estimated. We 
have found the injury to result from the condition under which 
men and modern industrial organizations labor. Only jointly 
can they properly estimate and assess this risk. The very forces 
of competition which have exaggerated the dangerous pressure 
and speed of industry will operate to reduce this factor of the 
cost when it is a definite concrete item, determined on the basis 
of the German plan by all the competitors in an industry, and not 
to be escaped by legal expedients, or rendered ruinously burden- 
some by unjust verdicts. It will be argued, if the past system has 
been enormously expensive, wasteful and demoralizing to the 
existence of good-will between employer and employee, why has 
not competition sought to escape its burdens by devoting greater 
attention to the prevention of accidents? The answer lies in the 
fact that, as long as the law and juries assessed damages irregu- 
larly, according to strained doctrines of personal negligence, the 
attention was focused upon escaping sporadic judgment rather 
than on a conservation of lives. Judgments have borne little 
relation to the trade risk, which care and greater expenditure 
could reduce, but have been determined almost solely by hypo- 
thetical assumption of personal fault. 

First let us determine this risk as definitely as possible for each 
industry, freed from all extraneous expenses, and then let it 
become a subject for competitive reduction. The determination 
of this risk is not an easy matter. It cannot be determined by 
commissions, legislatures or laws, and in a healthy state of 
industry it should be a constantly changing and reducing factor. 
It must be fixed with full publicity on the basis of a known 
experience, by all of the shops of a competing industry. The 
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rates should be published yearly, with the increases or decreases 
which the variations of risk have developed in each factory. 
Here was the great wisdom of the German system. It developed 
a plan of mutual insurance between employers and employees, but 
compelled all shops to reinsure their risk in an association of all 
of the competitors of like trades or industries. The English sys- 
tem of a flat compensation for all trades offers no such compel- 
ling force, which is rather still directed toward escaping the 
multiplication of litigation. 

In proportion as competition reduces the cost of insurance it 
makes for economy in cost of production, i.e., for greater produc- 
tivity of labor and hence for a higher average wage. No social- 
istic sophistries can weaken the principle of common sense. The 
more the average workingman can produce, the more valuable he 
must become; the more he limits his average output, the less he 
is worth. 

“State compensation” laws, so called, in that they have elimi- 
nated many technical defences and have substituted a limited and 
fixed liability in place of an unlimited one, have simplified litiga- 
tion, if they have not reduced its volume. But mutual associa- 
tions, operating on the plan of the removal of all defences except 
that of willful or gross negligence, and substituting a rapid 
arbitration system for a slow legal one, can practically eliminate 
all waste. In the cost of maintenance also the mutual system is 
the least expensive, in that it pays its benefits directly to the 
injured person without the intermediary of a state official or a 
legal determination. For the same reason the settlement is more 
expeditiously made, which is a very important consideration. 

Any method of settlement to be effective must practically 
remove in the case of injuries in the hazardous trades all of the 
old defences of contributory negligence, assumption of the trade 
risk, and assumption of the risk from fellow servants. But the 
general removal of these defences involves serious difficulties in 
connection with the hand trades, domestic and agricultural 
employments, and all those in fact to which the doctrines of 
personal liability would historically and still truly apply. A 
classification of trades into mutual associations of like risks and 
character overcomes this difficulty, and allows for an elasticity of 
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treatment according to the nature of the work, which is impos- 
sible under the compensation plan. 

Finally, it is argued by Miss Eastman and the adherents of the 
compensation plan, that no American community or State would 
submit to the amount of supervision and government regulation 
of everyday affairs which the mutual insurance idea involves. 
Can we assume, because we are not ready for all of the German 
paternal industrial policy, that we cannot adapt the essentials 
of it to a particular set of conditions? The writer believes that 
a rational plan can be framed which would involve less of 
government action than results from present litigation, and less 
than would be necessitated by the State and court settlements of 
rigid compensation acts. It would require the creation of no 
new executive departments over those now existing in Connecti- 
cut and in most of the States of the Union, though their effec- 
tiveness and efficiency might have to be materially increased. 

The outline of such a plan for Connecticut follows: 

1. Amend and unify the present laws governing the giving 
of notice of all accidents on railroads to the Railroad Commission 
and of accidents in manufacturing and mercantile establishments 
to the Factory Inspector, so that the returns cover all accidents 
which result in disability for more than one week. The return 
to the Railroad Commissioner (Public Utility Commission) and 
that to the Factory Inspector should describe all the mechanical, 
personal and working conditions with sufficient detail (a) to 
indicate the cause of, and the responsibility for, the injury, and 
(b) to assist in studying safety devices, and means for the pre- 
vention of accidents and of testing their efficiency. Conziected 
with the above should be a retufn to the Insurance Commissioner 
giving (a) the rate of Wages of the injured person, his age, 
nationality, occupation, and number of persons depenslent upon 
his support, (b) the amount of insurance or compensytion in any 
form paid to the injured person «i: his dependents, (c) the 
method by which the insurance wa: carried, and any other details 
necessary to perfect a reliable accident and sickness experience 
table of Connecticut. The statistics in regard to sickness under 
the benefit associations described later should be furnished 
directly to the Insurance Commissioner by means of quarterly 
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or annual reports from the associations. All of the above returns 
should be made on blanks furnished by the various commissioners 
and approved by the Attorney-General. Attach a sufficient 
penalty to their non-execution to secure a prompt compliance 


with the law. 
2. Authorize the employment, as assistants to the Railroad 


Commissioner (Public Utility Commission) and to the Factory 
Inspector, of skilled engineers, whose duties shall consist in 
investigating every serious accident, with a view to prevention; 
and also in studying, testing, and demonstrating devices for the 
protection of employees from accidents and means of safe- 
guarding their health. 

3. Compel the installation, on the order of either the Factory 
Inspector or the Railroad Commissioner, as the case may require, 
of approved and demonstrated safety devices, with a limited right 
of appeal on the part of any aggrieved employers to the Superior 
Court. The cost of safety devices which could be ordered 
installed in any one establishment or on any railroad in any one 
year might be limited to a cost not to exceed a certain per cent. 
of the pay roll for the preceding year. 

4. Give a right of appeal to the Superior Court, but let such 
cases have precedence, if possible, so as to avoid one of the worst 
features of the present system in long and expensive litigation. 
Such appeals should be limited to the following questions: 

(a) All orders of any commission regarding means for the 
prevention of accidents, protection of health, or the installation 
of safety devices to stand unless disapproved on an appeal to the 
Superior Court; such appeal to be confined solely to the question 
of reasonable effectiveness, and cost in excess of the limit estab- 
lished. 

(b) All questions as to the amount or right to insurance to be 
subject to appeal from the decision of the benefit association 
trustees (described in Section 6) to the Commissioner of Insur- 
ance, whose decision is to stand unless reversed on an appeal to 
the Superior Court. As the court would then have jurisdiction 
under this act only in the cases of individuals who had previously 
agreed to the abrogation of all the troublesome legal defences 
and pleadings, the appeals, if they ultimately reached the court, 
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would be limited to the interpretation of the ‘Connecticut State 
Plan,” regulations of the associations, and as to whether a given 
case was chargeable as sickness or injury in the service. The 
great majority of such questions would have been settled by the 
two previous appeals. 

5. Outline an industrial insurance plan for accidents and 
sickness, to be known as the “Connecticut State Plan.” Under 
this plan accident benefits are to be paid automatically at the 
employer’s expense to any individual insured under the state plan 
without any other question as to the employer’s legal liability 
than as to whether the injury was due to the person’s own willful 
or gross carelessness, or disobedience of rules reasonably designed 
for the protection of employees. The accident benefits to be: 

(a) In case of death, three years’ wages and reasonable 
funeral expenses of $100. 

(b) In case of total incapacity, half pay during the continu- 
ance of disability, excepting the first three days, for a maximum 
of six years. 

(c) In case of partial incapacity, after the resumption of 
work, one-half the difference between the wages earned before 
and after the injury. Such partial incapacity benefits continue 
for such part of the six years as the total incapacity benefits have 
not been paid. 

(d) In all cases of accidents, medical and surgical attendance 
and artificial limbs where necessary, to be provided at the expense 
of the employer. 

(e) One per cent. to be added to the above accident benefits 
for every year of service over five; and in the case of married 
persons supporting families, five per cent. for each child, until a 
maximum increase of twenty-five per cent. is reached. 

The sick benefits, which would be supported by contributions 
of the employees, would be paid in all cases of sickness (or injury 
other than those suffered in the service) at the rate of one-half 
pay for the first fifty-two weeks (excepting the first six days), 
and one-quarter pay for the second fifty-two weeks; and in case 
of death, one-half of one years’ wages. 

Such a plan abrogates the present defences of fellow servant, 
assumption of trade risk and contributory negligence, and substi- 
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tutes in place of legal damages a definite and limited scale of 
insurance dependent in all cases upon the efficiency, as expressed 
in wages, of the injured person; hence, to be limited by neither 
minimum nor maximum benefits. Accidents due to gross care- 
lessness are classed as sickness and supported by the employees’ 
fund. 

6. This insurance to be carried at the option of the employer 
in any of the following ways: 

(a) By the formation of mutual benefit associations between 
an individual employer and his employees; or by the joining 
of two or more employers and their employees to form such 
associations. These associations must charge premiums satis- 
factory to the Insurance Commissioner; must formulate regula- 
tions in conformity with the “Connecticut State Plan”; must 
satisfy the Commissioner as to their solvency; must be governed 
by boards of trustees, of whom one-half represent the employers 
and one-half the employees. Such associations must send an 
annual statement to, and always be subject to inspection by, the 
Insurance Commissioner. They must adjust premiums at 
stated periods, subject to the approval of the Commissioner, and 
in joint associations may penalize by higher premiums those 
establishments in which the cost of either the sickness or accidents 
has exceeded the average rate of these risks. 

(b) The insurance may be carried by reinsurance in casualty 
companies approved by the Insurance Commissioner, on policies 
which conform with the “Connecticut State Plan,” the employer 
to pay the accident premium and the employees to pay those for 
sickness. 

(c) Either individual employers or joint associations of 
employers who do not employ hands enough, or are not strong 
enough financially to carry the ‘Connecticut State Plan,” and 
who prefer not to insure in casualty companies, may, with the 
approval of the Insurance Commissioner, form individual or 
joint associations, which pay a small additional premium to the 
State to guarantee the plan. 

7. When the introduction of the “Connecticut State Plan” 
has been approved by two-thirds or more of the employees in any 
establishment or railroad, its acceptance by new employees is to 








1910] Work, Acctdents, and the Law. 267 


be assumed without a contract unless the individual expressly 
dissents. Until such two-thirds consent has been obtained a con- 
tract with every individual is necessary. In the case of all con- 
tracts with individuals, however carried, and also in the case of 
assumed contracts, every employer is relieved from any other 
liability than that fixed by the “Connecticut State Plan,” inter- 
preted by successive appeals to association trustees, the Insurance 
Commissioner, and the Superior Court. Any individual who 
declines to come under the insurance plan retains his common 
and statutory law privileges, and against him the employer may 
plead all the present defences. 

8. The expenses of operating the benefit associations are to 
be charged annually against the employer and the employees’ 
fund, in the ratio of the accident and sick benefits paid during 
that year. 

9. The statutory limit of $5,000 for death claims from acci- 
dents should be removed, and the dependent beneficiaries of the 
deceased person should be allowed to recover such proportion 
of the man’s average wages for his expectancy of life (less his 
personal living expenses) as had been devoted for the year 
previous to his decease to the support of dependents. 


HoweELi CHENEY. 


South Manchester, Conn. 














ECONOMIC PHASES OF THE RAILROAD RATE 
CONTROVERSY. 


CONTENTS. 


I. Progress of Federal Rate Control. Rate regulation since the creation 
of the Interstate Commerce Commission, p. 368; the Taft legislative pro- 
gramme and the circumstances leading to higher rates, p. 271. II. Rates and 
the Economic Situation of American Railroads. Changing character of rail- 
road development in the United States, p. 272; diminishing rate of return 
on new railroad capital as a basis for higher rates, p. 274. III. Perplexities 
in Determining Railroad Operating Costs and Net Return on Capital Invest- 
ment. Erroneous use of railroad statistics, p. 277; criticisms of the new 
system of uniform railroad accounts, p. 278; capitalization and physical valu- 
ation asa basis of rates, p. 281. LV. Sectional Competition and Rate Adjust- 
ments. The power of the Interstate Commerce Commission over traffic 
relationships, p. 283; this power upheld in the Missouri River rate cases, 
p. 283; ‘‘ water competition’’ and the influence of changing economic con- 
ditions on rate adjustments, p. 284. V. Probable Effects of the Rate making 
Power. The need of a broad theory of rate making, p. 287 ; likelihood of 
further control over railroad operations and the adoption of the ‘‘ distance 
principle’’ in rate making, p. 288. 


I. The Progress of Federal Rate Control. 


—— the passage of the Act of 1887 creating the Inter- 

state Commerce Commission, Federal control over rail- 
roads in the United States has been broadened and intensified. 
Each amendatory act or supplementary statute has augmented 
the powers and duties of the Interstate Commerce Commission, 
until no other tribunal of the Government has, at present, such 
extensive functions or is burdened with such onerous duties. 
Primarily established to detect rate discriminations and abuses, 
the Interstate Commerce Commission has developed an organiza- 
tion for determining and controlling the rate making as well 
as the operating activities of the railroads. 

The original Interstate Commerce Act of February 4, 1887, 
failed to accomplish fully its purpose. No definite theory for 
determining reasonable rates or discriminations had been devised, 
and none could be adopted without the sanction and approval 








1910] The Ratlroad Rate Controversy. 269 


of the courts. The lack of definiteness in the wording of the 
law, especially in the “long and short haul’ clause, resulted 
in a series of conflicting legal opinions which greatly hindered 
the Commission in its activities. At the beginning the Com- 
mission refrained from claiming the right to prescribe ‘‘reason- 
able” rates, though the fact soon became apparent, that as an 
effective rate regulative tribunal it must “make” as well as 
“break” rates. The Commission endeavored as far as possible 
to enlarge its usefulness by assuming the power of prescribing 
specific rates in lieu of those condemned as unreasonable. The 
legality of this process, however, was disputed, and when sub- 
mitted to the courts, failed to receive judicial approval. 

Legal decisions and legislative enactments during the first 
twenty years of its activities reduced the Interstate Commerce 
Commission to a mere court of inquiry. Inasmuch as appeals 
from the decisions of the Commission necessitated an entire 
review of evidence, nothing was gained from its labors, eithe- 
in the expedition or final adjudication of rate controversies. 
During this period the Interstate Commerce Commission, more- 
over, was not concerned with the reasonableness of the general 
scale of freight charges, chiefly because of the absence of 
serious complaints on this score. Modifications in freight classi- 
fications in 1900, combined with the public dissatisfaction over 
the inefficacy of the Interstate Commerce Act, made the question 
of freight rates prominent. About this time, also, traffic con- 
gestion on the railroads produced unsatisfactory transportation 
service, the outcome of which was a clamor for additional 
legislation, culminating in the Hepburn Act of June, 1906. 

The Hepburn Act as finally passed, though it granted the 
Commission power to prescribe a rate in lieu of one declared 
unreasonable, was merely a stepping-stone to complete rate 
control. It was well understood at the time that there would 
be further legislation regulating freight rates. The provision 
for uniformity and control of railroad accounts, for example, 
was merely an instrument in the hands of the Commission for 


“New Orleans and Texas Pacific Railway vs. Interstate Commerce Com- 
mission, 162 U. S., 184; also “Maximum Freight Rate” Decision, 167 U. S., 
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the determination of “reasonableness” in railroad charges with 
reference to revenues and earning power. The system of 
accounts subsequently prescribed in accordance with the Act has 
this object primarily in view. Moreover, as a supplementary 
measure, the Commission further urges a physical valuation of 
railroad property and complete control over the purely financial 
operations of the railroads. 

During the period of legislative agitation resulting in the 
Hepburn Act, the railroads were experiencing larger growth 
in business than was warranted by developments and improve- 
ments in facilities. The period of feverish business expansion 
which preceded the panic of 1907 found the railroads unable 
to handle traffic with the efficiency and economy required by 
modern standards of railway service.* While gross earnings 
increased in a satisfactory manner, the net return from the 
additional business was not in proportion to the growth in 
revenues. The need of better railway facilities was empha- 
sized by the heads of large railway systems. Both Mr. 
J. J. Hill and Mr. E. H. Harriman, in widely quoted interviews, 
called attention to the limits that had been reached in the eco- 
nomic operation of railroad properties, and the reports of the 
Interstate Commerce Commission during this period likewise 
stated “that the facilities of the carriers had not kept pace with 
the commercial growth of the country.’* Endeavoring to over- 
come this condition, the leading railroad systems inaugurated 
large programmes of extensions and betterments. The result- 
ing capital flotations, however, overburdened the securities 
market and caused a decline in security values. To obtain 
much-needed capital, the strongest railroads found it necessary 
to issue short term obligations at high interest rates or resort to 
new issues of capital stock. The panic of 1907, though largely 
curtailing railroad development and postponing contemplated 
advances of freight rates, was not without certain compensation 

* Statistics of Railways, 1908, pp. 9, 12. See also H. C. Adams, “Adminis- 
trative Supervision under the Twentieth Section of the Act to Regulate Com- 


merce,” Quarterly Journal of Economics, Vol. xxii, No. 3. 
*Cf. The Financial and Commercial Chronicle, Vol. 84, pp. 124, 127, 660, 


890, etc. 


‘Interstate Commerce Commission Report, 1906, p. 17. 
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to the railroads. Because their lines were not overwhelmed with 
congested traffic, railroad managers were enabled to cut down 
operating costs. The ratio of expenses to revenues was reduced 
in many cases to a normal level.® 

The return of prosperity following the presidential election of 
1908 brought a renewal of the railroad conditions which had 
prevailed just previous to the panic. Heavy expenditures for 
maintenance and for equipment were accompanied by new 
activity in betterments and extensions. Operating ratios again 
showed an upward tendency, exceeding in some cases those of 
1906 and 1907.5* At the same time, unfavorable money condi- 
tions rendered additional capital flotations extremely difficult. In 
order to improve the market for new securities, dividends on 
outstanding shares were in some cases increased, and as a means 
of compensation for heavy capital expenditures and advancing 
operating costs, a programme of higher freight rates was 
inaugurated. 

At this stage in railroad affairs came the determined move 
of President Taft to complete the Roosevelt policies of railroad 
control. In a message to Congress, the President recommended 
a revision of the Interstate Commerce Law which should pro- 
vide for: (1) The establishment of a court of commerce with 
appeal to the Supreme Court only; (2) the empowering of 
the Interstate Commerce Commission with the right to suspend 
proposed rate increases pending investigation as to reasonable- 
ness; (3) the Federal control over the capital flotations of the 

* The statistics of the ratios of operating expenses to gross earnings, as 
compiled by the Interstate Commerce Commission at this time, are misleading 
in that the annual fluctuations shown are “due to the varying policy of 
carriers in regard to charging improvements to operating expenses” rather 
than to actual changes in operating conditions. See Statistics of Railways in 
the United States, 1907, p. 109. 

*@ At the recent rate hearings, the President of the Chicago, Milwaukee 
& St. Paul Railroad testified that the prime cause of the growth in operating 
expense on the lines of his company was “too much business,” which resulted 
in a faster growth in the unit of cost than in the unit of income. Referring 
to this statement, Commissioner Lane, who was present at the hearing, 
remarked that, under the circumstances, constantly increasing rates may be 
expected, and this he “regarded as a serious menace to the western country.” 
The conclusion is reasonable and logical, if inadequate facilities and con- 
gested traffic are to become a “chronic” condition of American railroads. 
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railroads; (4) the prohibition of acquisition of interests in 
competing lines, and (5) the authorization of pooling. 

These recommendations were not enthusiastically received by 
Congress, and attracted very little attention even from the rail- 
road interests. With the exception of the provision empower- 
ing the suspension of rate increases, nothing in the proposed 
legislation was regarded by the railroads as unfriendly. The 
new law, as finally enacted, made no provisions for pooling 
arrangements, for the acquisition of interests in competing lines, 
or for the control of railroad capitalization. The matter of 
rates seemed to be the crucial question. The fact that the rail- 
roads, on the eve of the passage of the law, announced freight 
rate advances (which were met by summary action on the part of 
the Attorney-General to prevent the rates from going into effect), 
led the public to recognize the seriousness of the railroad-rate 
problem. 


Il. Rates and Economic Situation of American Railroads. 


The fundamental importance of the freight-rate controversy 
as affecting the general economic situation in the United States 
can hardly be exaggerated. Probably in no other civilized 
country do railroads play as important a part in economic and 
industrial development as they do in the United States. The 
long distances separating leading industrial centers, the varying 
character of geographical divisions, the diversity of natural 
resources and the broad expanses of undeveloped and partially 
developed territory, all combine to make the great transportation 
agencies foremost factors in industrial affairs. Railroad prog- 
ress, both physical and financial, is, therefore, a matter of grave 
public concern. Because of its comprehensive powers, notably in 
rate adjustments, the weight of responsibility attaching to the 
Interstate Commerce Commission is as heavy as that of the 
highest tribunal of the Federal Government. 

The peculiar situation of American railroads at the present 
time intensifies the responsibility. In line with the trend of 
American economic progress, the railroads have reached a new 
stage of development. Extensions and improvements in trans- 
portation facilities are undertaken on a different basis than 
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during earlier years of national expansion. Having already 
acquired advantageous territorial connections, the future develop- 
ments of American railroads (with the exception of the North- 
western lines) will be largely confined to physical betterments. 
The growth in traffic of all kinds necessitates improvements in 
the form of additional main tracks, revision of grades and 
curves, automatic-signal installations, larger yards, sidings, sta- 
tions, terminals, etc. Though these improvements undoubtedly 
increase earning capacity, the gains are not as pronounced as in 
the case of extensions. New railroad capital does not promise 
the speculative yield of past years. Through expenditures for 
increased branch mileage, additional main tracks, larger terminal 
facilities and similar improvements, not a few railroad companies 
have become burdened more heavily with fixed charges than is 
immediately warranted by their present earning capacity. 

The records of early railroad building prove that capital is not 
likely to be risked in new enterprises without the speculative 
possibility of a larger return than can be obtained from a more 
secure investment. The encouragement given by the State and 
Federal Governments through land grants and other subsidies to 
the early railroads was a matter of necessity rather than choice. 
Much traffic is necessary for profit in railroad operation; conse- 
quently, unless a line is built in a well-settled territory not already 
tapped by competing lines, the profits are purely speculative. 

The example of the French Government in encouraging the 
extension of railroad systems shows the necessity of subsidizing 
railroad construction in unremunerative sections. In 1859, the 
French Government, wishing to create a new network of lines 
radiating from each of its six great systems, undertook to 
guarantee the interest and principal on the private capital 
expended for this purpose, and as late as 1883 the Government, 
realizing that additional railroad extensions were not immediately 
profitable, authorized the companies for a series of years to 
charge all deficits in the operations of new subsidiary lines to 
capital account. 

The standard railroads of America have been enabled to 
develop and expand without State guarantee of interest charges 
and without excessive capital obligations, largely because of the 
so-called “American financiering policy,” which aims to main- 








= SIE OE a OES ORE AR 





274 Yale Review. [ Nov. 


tain the company’s credit by developing the property from 
surplus earnings and not by increased capitalization. During 
the last thirty years enormous expenditures for new railroad 
construction and for additions and betterments have been made 
from current income, and largely because of this the leading 
railroads have succeeded in maintaining and increasing the 
return to shareholders. 

The superiority of the American system is manifest when con- 
trasted with the methods of British railroads. The latter charge 
revenue with only the amount necessary to keep the line at its 
original efficiency; practically all additions to rolling stock and 
all kinds of extensions and betterments are charged to capital. 
After that, the profits are divided up to the hilt among the bond- 
holders and shareholders. British railroads, for example, charge 
the cost of widening existing lines to capital, whether or not 
the widening is done to increase earning capacity. The expense 
of installing safety devices and other improvements required 
by law also has been made a capital charge. In fact, the Act 
of Parliament of 1889, requiring automatic brakes and the 
block system, specifically authorized bond issues to carry out its 
provisions.® 

The conditions under which the British railroads operate, 
however, have been different from those of the American com- 
panies. No large extensions were ever required in England to 
connect important traffic centers, as was the case in the United 
States. Consequently, British railway development has been 
limited mainly to improvements in physical structure which are 
not usually highly remunerative. The progress of some of the 
most important American railroad systems is now closely akin 
to that of the more developed English companies, in that new 
capital expended on their lines is relatively less remunerative than 
in previous years. This may arise from: 

(1) Small earning capacity of branch mileage. 

(2) Limits in operating economies. 

(3) Higher standards of railroad service. 


*As a result of the policy of charging betterments to capital instead of to 
revenue, the capitalization of the British railroads, inclusive of nominal addi- 
tions, stood at the end of 1907 at £396,593,636 more than in 1890, although 
the increase in line was but 3,035 miles. 
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These will be considered briefly in turn. 

1. Although it is true in most cases that branch mileage adds 
to traffic and earning power, the net return therefrom, as 
measured by the cost of the extension, is frequently lower than 
the profit from the main lines. No system of railroad accounting 
has yet been evolved which can satisfactorily distinguish in 
branch mileage between “feeders”? and “suckers.’’ Moreover, 
the extension of branches into unremunerative territory is not 
evidence that a net return is immediately expected. Branch mile- 
age and extensions are frequently constructed merely to ward 
off competition, or for political and remotely speculative reasons. 
Speculative railroad building is undoubtedly an evil because of 
capital waste, but the incidental results sometimes justify the 
expenditure of capital.? 

2. To students of railroad development it is apparent that 
economies in operation resulting from new inventions and 
improvements gradually tend to reach a diminishing point. The 
railroad is not a recent innovation; consequently, improvements 
in roadbed and equipment, as well as in traffic methods designed 
for lower operating costs, constantly diminish in importance.® 
This circumstance, however, may be partially or wholly offset 
by reason of increased traffic density and heavier car loading 
arising from growth in population and wealth. The determining 
factor in the problem is whether the heavier traffic and more 
economical loading has been the result of larger capital expendi- 
ture than 1s warranted by the increased profits thereby obtained. 

3. The matter of higher standards of railroad service, in both 
freight and passenger traffic, is an important consideration in the 

"The Interstate Commerce Commission, in the supplementary report on 
the Spokane case, remarks as follows concerning branch mileage: 

“If the branch lines of a railroad are judiciously planned and constructed, 
they should certainly be taken into account in determining the value of the 
railway, for although they may not earn a large return upon the cost, con- 
sidered as an independent proposition, they do add to the traffic and the 
earning power of the entire system. But here again it must be assumed that 
these new branches which have been constructed are good investments, other- 
wise they would not have been built, and that they will add to the earnings 
of the property in proportion as they have added to its cost. No increase in 


rates should be called for on this account.” 
*See statement of Mr. E. H. Harriman quoted in The Chronicle, Vol. 84, 


p. 660. 
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rate controversy. This is an issue determined largely by public 
demand or by competition, and hence is not discretionary with 
the transportation companies. Much of the anti-railroad senti- 
ment of 1906 and 1907 may be ascribed to the inability of cer- 
tain lines to render efficiently the services required of them.® 
Federal and State regulations and restrictions have assisted in 
the movement for improved transportation services. Require- 
ments as to safety appliances and the use of better signal 
systems have entailed large capital expenditures without cor- 
responding net return, while special types of cars, larger terminal 
facilities and the elimination of grade crossings have enhanced 
construction costs until to-day a mile of roadbed or a unit of 
equipment denotes a decidedly larger capital investment than a 
decade ago. 

Aside from these conditions tending to increase railroad capital 
requirements with a diminishing rate of return, the railroads 
have experienced changes in operating methods and conditions 
on which they base their demands for larger revenues. The 
Government, so the railroads assert, laid the foundation for a 
great increase in wages of railway employees during the past 
few years and, though it may be assumed that such advances 
were abstractly desirable in producing better efficiency, a heavy 
burden in operating charges is the direct outcome. The question 
of wages has obviously a closer relation to rates than capital 
expenditure, since more than one-half of operating expense is 
paid directly to labor. The demands of the railroad employees’ 
associations for standardized conditions of labor, i. e., the same 
hours and the same pay for like services on all lines regardless 
of the difference in their financial and traffic conditions, have 
subjected the weaker roads to a burden in operating expenses 
which they are unable to shift except by demanding increased 
revenue from the public. A further factor on which the rail- 
roads have been basing rate advances is the reputed higher prices 
of materials. Combined with higher wages, increased cost of 
materials, they assert, by diminishing the purchasing power of 
earnings is a just ground on which to base the claim for 
advanced rates. 


*See The Chronicle, Vol. 84, p. 361. 
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The railroads have offered voluminous statistics endeavoring 
to prove their contentions in these matters. The shippers, on the 
other hand, have hotly contested the validity of the railroad 
arguments. Through their own organizations they have com- 
piled statistics which indicate that the railroads have been mak- 
ing money in spite of higher costs, and that the net income per 
mile, freight earnings per train mile, and dividend rates on rail- 
stocks have materially increased during recent years.!° 


Ill. Perplexities in Determining Railroad Operating Costs and 
a Just Return on Capital Investment. 


As is usual in economic controversies, the arguments set forth 
by both railroads and shippers in the present rate dispute are too 
general and too sweeping. The exaggerated statements emanat- 
ing from the propaganda of the opposing parties are not designed 
to promote an intelligent solution of the problem. The misuse of 
railroad statistics, centered for the most part in the “per mile of 
line’ unit of measurement, has become a common evil. Although 
useful for certain purposes in compiling railroad data, the “mile 
of line’ is wholy inadequate as a gauge of railroad progress. It 
omits changes in important details of structure or methods of 
operation. A “mile of line” of the principal railroads to-day 
represents larger capital investment and greater concentration of 
engineering and mechanical skill than a decade ago. Further- 


* Regarding the counterclaims of the railroads and shippers, the Interstate 
Commerce Commission in a recent case remarked: 

“It is well understood that in recent years there has been a continuous 
advance in the price of most materials and supplies used in constructing and 
operating a railroad, that there has been a constant tendency to advance 
wages, and that all this has tended to increase the cost of operation. 

“Upon the other hand, there has been a steady improvement in the method 
of handling freight; trains are longer; cars are larger and more heavily 
loaded; grades are easier; the amount hauled by a given engine is greater; 
the density of traffic is much greater. All this tends to reduce the cost of 
transportation. 

“These two sets of causes work in opposite directions and tend to balance 
one another. It is not certain what the net result has been at any time in 
the past or is to-day. It is not improbable that at the outset the economies 
of operation more than outweighed the increased cost of labor and supplies, 
but that of late the reverse has been true.”—19 Interstate Commerce Com- 
mission Report, p. 222, Opinion No. 1360. 
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more, as applied to the total railroad mileage in the United States, 
the “per mile of line” unit covers such great variety and diversity 
of railroad structures that its usefulness for comparative pur- 
poses is almost wholly nullified. 

It is because of the difficulty of arriving at a satisfactory stable 
unit that railway operating statistics are extremely troublesome 
to formulate. There are many factors to be considered outside 
of the bare figures and the relative values of these factors are 
constantly changing. All modern countries desire a satisfactory 
standard unit by which operating results as between different 
railroads and at different periods of time may be unmistakably 
presented to the public. Uniformity of statistics, however, does 
not admit of an actual and final comparison of one railway with 
another, or of the operations of one period with another period, 
nor do “averages” covering an endless variety of lines and sys- 
tems form a wholly reliable basis for judging actual results. 
The Pennsylvania and the Philadelphia & Reading Railroads, for 
example, are ordinarily held to be competing roads of the same 
standard of financial soundness and operating efficiency. The 
Pennsylvania, however, has a traffic amounting to many times 
that of the Philadelphia & Reading. Moreover, the character- 
istics of the two lines are in some respects different. The Read- 
ing is practically a terminal road, while the Pennsylvania 
branches out in all directions and extends over almost half of the 
Continent, carrying a great volume of through traffic. It is 
necessary, therefore, in any comparisons between these two sys- 
tems, to take into account the relative proportions of terminal 
work, the nature of the traffic and the length of the haul. Unless 
this is done, a comparison of the operating results based entirely 
on the statistics would be quite misleading. 

The system of railroad accounts prescribed by the Interstate 
Commerce Commission with a view to determine operating costs 
has met with some serious criticism on the part of railroad man- 
agers.1! The most determined opposition was directed against 
the enforced maintenance of depreciation accounts, and the strict 
classification of additions and betterments promulgated with 


"Cf. Williams, “The Valuation of Railroad Property,” in Proceedings of 
the American Economic Association, 1909, pp. 226-8. 
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special reference to railroad cost-accounting. Among the most 
active in protesting against the keeping of depreciation accounts 





were the largest, best-equipped and most conservatively managed 
railroad companies. Some of these claimed that the renewals 
and repairs to their equipment were made at a rate which tended 
to maintain the property at a uniform standard of efficiency at 
all times. Accordingly, there was no necessity for depreciation 
accounts on their books. A number of other railroads, including 
the Pennsylvania, the New York Central and the Norfolk & 
Western, provided for depreciation of equipment largely through 
sinking fund charges on their equipment obligations. Probably 
in no two important railroad systems were the methods of treat- 
ing depreciation charges identical. Depreciation accounts, sim- 
ilar to reserve and sinking fund accounts, are not necessarily 
entries of actual and tangible transactions, but are mere records 
of provisions for current or prospective losses. The money 
value of the provisions must, therefore, be estimated. The esti- 
mates, however, are largely based on experience, and the rail- 
roads contend that their managers and directors are capable of 
attending properly to such matters. 

In its classification of additions and betterments, the Commis- 
sion directed a blow against the creation of hidden assets and 
the concealment of profits through inflation of current operating 
expenses. A number of American railroads had gone beyond 
the recognized principle of charging operating expenses with only 
the cost of such improvements and betterments as do not pro- 
duce revenue. By charging productive improvements to opera- 
tion, they have actually increased their capital assets through cur- 
rent income. The continuation of this practice under the Inter- 
state Commerce Commission’s control, would seriously impair 
the value of railroad accounts as a gauge of actual operating 
costs. The Commission, therefore, in distinguishing between 
expenditures chargeable to property accounts and expenditures 
chargeable to income, applied a rigid rule to all the railroads, 
regardless of their varying traffic conditions and financial pol- 
icies. The prescribed rule in replacements and renewals permits 
operating expense to be charged only with the cost of the original 
structure replaced, whereas many experienced railroad officers 
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claim that operating expenses should in all such cases be charged 
with the full amount that may be necessary to preserve the earn- 
ing efficiency of the railroad.'!* They point out that by reason 
of the larger, heavier, more frequent and more luxurious train 
service called for by modern traffic, together with the keen com- 
petition among the railroads and the demand of the shippers and 
traveling public for greater facilities and for speed in traveling, 
it is vitally necessary to charge to operating expenses all extra 
expense required to preserve the railway in the same general 
earning status as it was before.'* 

The complexity of railroad organization and railroad actiy- 
ities, combined with the narrow margin of gain from operations, 
render extremely difficult a completely accurate statement of 
financial results in the form of brief schedules. Every statement 
of profits of a going concern, no matter how accurately and 
scientifically drawn up, is, at best, a mere approximation of the 
truth. Considerable latitude of variation from exact facts may 
occur without willful intent to deceive. The earning of profits 
on the part of railroads, as well as of industrial concerns, repre- 
sets a continuous operation. Actual results can be definitely 
stated only when the business is wound up and all assets realized 
in the form of cash. Moreover, the varying character of the 


“an rail replacements, the Commission has ordered that when heavier rails 
than those replaced are put down the difference in cost arising from additional 
weight is a capital item and must not be charged against operating revenues. 
On the Philadelphia & Reading Railroad, this ruling has resulted during the 
year ended June 30, 1910, in an addition of $158,976 to property account, which 
in previous years would have been included in maintenance charges. 

“ The question of railway betterments and depreciation was recently under 
discussion in Great Britain. The committee of the Board of Trade appointed 
to inquire into the matter unanimously agreed that the management of each 
company should be permitted to decide what expenses were mere mainte- 
nance and what were betterments. Mr. H. M. Acworth, who was a member 
of the Board of Trade Committee, remarks: 

“We come then to the conclusion that all interests, the interest alike of 
the public and of the shareholders, are best served by charging freely, not 
mere repairs and renewals (i.e., depreciation) against the annual income, but 
also substantial sums for additions and improvements, and, further, for what 
perhaps might be described as contingencies. In other words, the real test 
of what part of the gross income is net income is, not whether the physical 
corpus of the property has been adequately kept up, but whether the earning 
power of the undertaking as a whole is being maintained.”—“Railroad 
Accounting in America vs. England,” North American Review, March, 1910. 
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railroad companies under the jurisdiction of the Interstate Com- 
merce Commission leads to many difficulties in determining their 
net incomes on an equitable basis. The endeavor to obviate these 
difficulties by uniform classification of accounts can be only par- 
tially successful. Accounting methods in large systems are 
frequently impractical when applied to small roads. Capitalized 
jtems of expense in one case may be properly considered as 
charges against income in the other, and large capitalization of a 
well-equipped system may effect a showing of operating profits 
which would be entirely wiped out under a smaller scale of cap- 
ital investment.?* 

The more attention given to the question of capitalization in 
connection with railroad rates, the harder this aspect of the prob- 
lem becomes. Not only is the Commission unprovided with 
sufficient facts about capitalization, physical valuation and the 
other matters that are connected therewith, but there is very 
strenuous resistance on the part of the roads to any inquiry hav- 
ing in view the basing of capitalization exclusively on physical 
valuation. When to this is added the contention that cap- 
italization does not bear any important relationship to rates, it 
can be seen that the endeavor to bring in the “fair return on 
capital investment” argument as a basis of determining reason- 
ableness of rates will not be altogether easy of accomplishment. 
Yet the fixing of rates without any reference as to whether or not 
the roads affected will be thereby enabled to pay interest on their 
outstanding securities may lead to widespread financial disturb- 
ance and a renewal of railroad receiverships and reorganizations. 
Vice President Miller of the Wabash, at the hearing in the 
Western Rate cases at Chicago, cited his company as an example 
of a “weak’’ road. In the five years that he had been with it 
not a dollar was paid on the capital stock. Its income was hardly 
enough to keep the road in a fairly efficient condition by making 
necessary repairs. Although operating revenues had risen, the 
operating expenses had increased out of all proportion, this being 

“The Interstate Commerce Commission prescribes a form of report for 
small roads (with mileage 250 miles or less and having operating revenues 
of not more than $1,000,000) which differs from that of large roads only in 


the reduction of a number of items required in the statements of accounts. 
19 
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due mainly to advance in wages and costs of materials, 
Requirements for safety appliances, limitation of hours and the 
strengthening of train crews had added to expense without 
increase of receipts. The position of a financially weak railroad, 
with credit too poor to enable it to raise the capital needed for 
improvements and extensions, thus appears to be a hard one. 

In certain recent cases the Commission has shown a tendency 
to recognize the principle that a rate should be such as to allow 
a profit to the weaker or less favorably situated, as well as the 
strongest lines serving a given territory, though they have never 
intimated that the rate shall be fixed solely with reference to the 
weakest line.'* In decisions relating to rates in the Cincinnati 
region one or two recent statements from the Commission have 
been to the effect that while a rate of say 24 cents would be 
reasonable, the roads should be allowed to charge up to say 38 
cents, because a weak road serving two places in neighboring 
competing territory could not get along without that amount of 
remuneration. Opposition on the part of shippers has developed 
against this point of view, as it would signify, if carried to its 
logical extreme, that the shipping public should be called upon to 
pay in the aggregate enough money in railroad rates to enable 
all the roads, however much overcapitalized, to pay interest and 
dividends on their securities.'® 

Realizing the logical conclusions of the “weak’’ roads’ argu- 
ment, the Commission has been urging “physical valuation of 
railroad property” in lieu of par of outstanding securities as a 
basis of measuring a just return on capital investment.’® Yet, 
even though advocating valuation, the Commission does not con- 


* See 19 Interstate Commerce Commission Report, Opinion No. 1364. 

% The Commission, in the Spokane case, said: 

“The City of Spokane could not develop if served by the Great Northern 
Railway alone; nor can we look wholly to the interest of Spokane. The 
whole territory served by these defendant lines must be considered and the 
existence of all these railroads to that territory is absolutely essential. These 
railroads cannot exist unless rates are established which will yield a fair 
return upon their property. We must, therefore, in fixing these rates, have 
regard not altogether to any one particular road, but to the whole situation, 
and must consider the effect of whatever order we make upon all these 
defendants.”—15 Interstate Commerce Commission Report, p. 376. 

See H. C. Adams in Proceedings of the American Economic Association, 


1909, Pp. I9I-195. 
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tend that the results can be utilized absolutely as a rate-making 
basis. In the report which the Commission submitted to Con- 
gress on December 24, 1908, the following appears: 

It is not essential to this line of thought to express full agreement with 
the extreme advocates of valuation whose arguments seem to imply that, if 
the value of the property is known, a reasonable rate can be determined by 
mathematical calculation. Many other considerations are involved in the 
problem, notably the manner in which the rate proposed will affect the indus- 
trial development of the country.” 


IV. Sectional Competition and Rate Adjustments. 


Along with the Government’s responsibility, in freight rate 
adjustment, for the solvency of “weak’’ roads, the problem of 
trafic distribution must be considered. Probably the most influ- 
ential factor in forcing the recent railroad bill through Congress 
in its final form was the profound dissatisfaction of many 
Western communities with their status in competing with other 
communities better situated geographically. Those communities 
were far less concerned about obtaining low rates than about 
securing such rates as would place them in a favorable competi- 
tive position with other sections. It may be expected, there- 
fore, that the Interstate Commerce Commission, in dealing with 
proposed rate increases, will find itself much more hampered by 
the conflicting claims of competing localities than by the troubles 
of determining whether given rates are in themselves reason- 
able. The Commission can completely alter or destroy traffic 
relationships by merely reducing some rates and not reducing 
others. That it has this right has been tentatively upheld by the 
Supreme Court in the recent decision in the Missouri River Rate 
cases.'* The question in these cases was the validity of the 
Commission’s order reducing class rates charged on through 
freight from the Atlantic seaboard to Missouri River cities. 
These rates had been made up by adding to the rate from the 
Atlantic seaboard to the Mississippi River, the full local rate 
from the Mississippi River crossings to the cities on the Missouri 
River. Thus the first-class rate per hundred pounds from the 
seaboard to the Mississippi River was 87 cents, and the rate 

“Interstate Commerce Commission Report, 1908, pp. 83 and 84. 


* Interstate Commerce Commission vs. the Chicago, Rock Island & Pacific 
R. R,, et al. 
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thence to the Missouri River points was 60 cents, making $1.47 
the joint rate. The Commission ordered a reduction to $1.38, 
a difference of 9 cents. The Circuit Court in restraining this 
order of the Commission, held that the reduction gave undue 
advantages to the Atlantic seaboard manufacturers and jobbers 
against the competition of manufacturers and jobbers in both 
intervening Central Traffic Association territory and the Mis- 
souri River territory; and that this rearrangement of competi- 
tive traffic conditions was not within the powers granted to the 
Interstate Commerce Commission. The Supreme Court (by a 
decision of four against three) reversed this judgment. 

The problem of traffic distribution on an equitable basis 
involves consideration of “short and long haul” charges and 
water competition. Under the law as it stood before the recent 
amendments, the railroads were practically left to decide for 
themselves whether a difference of circumstances existed justify- 
ing a higher rate for the shorter than for the longer haul, subject 
to the authority of the Commission to require a change on com- 
plaint and after formal hearing. The new law provides that 
the railroads shall not charge more for a short haul than a longer 
one over the same line in the same direction except with the 
express authorization of the Interstate Commerce Commission 
upon application by the carrier and after investigation. The 
principal justification for higher shorter haul rates has been 
competition of water transportation. Through rail rates from 
the Atlantic to the Pacific seaboard, for example, whenever it 
was deemed profitable for the railroads to hold the traffic, were 
made low enough to meet the water rates between these points. 
The rates to important inland points, even at considerable dis- 
tance from the coast terminals, were frequently a good deal 
higher. As a general rule in transcontinental traffic, the rates to 
“inter-mountain” points, such as Spokane, Salt Lake, Denver and 
Reno, were made to approximate the charge to the Pacific coast 
points, plus an additional “back-haul” rate. This made the 
coast terminal cities the distributing points inland and prevented 
the growth of interior traffic centers as rivals to those on the 
coast. Thus, the system of “long and short haul” rates arising 
from water competition determined to a large extent the location 
of industries and the geographical development of trade. 
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A recent decision of the Commission which attracts the most 
attention with reference to water competition is the supple- 
mentary verdict in the Spokane Rate case.'” In this controversy 
the most important contention of the railroads was the existence 
of water competition centering about Spokane. Traffic from the 
Atlantic seaboard to any destination like Spokane could be 
moved by water to the coast and thence by rail to the interior 
point. A competitive rail rate to the interior point, therefore, 
would be the sum of the water rate plus the rail rate from the 
coast. As a result of a previous decision, however, the rate to 
Spokane from the East had been reduced to 75 per cent. of 
the rate to the coast cities, plus 1624 per cent. of the local back- 
haul rate. The coast cities complained that this adjustment gave 
a competitive advantage to Spokane as a distributing center. 
The Commission, however, did not accept the contention of the 
coast cities, but expressed a doubt whether the railroads should 
be permitted to construct a tariff for the express purpose of com- 
pelling the manufacture or the merchandizing of a given com- 
modity at Chicago, or upon the Missouri River, or at any other 
place. The Commission, moreover, denied that the railroads 
were at liberty to meet water competition “in whatever way or 
to whatever extent they see fit.” In other words, the rail- 
roads will not be allowed to consult merely their own interests 
or the desire of the communities which they serve. 

A further problem involved in the equalization of traffic dis- 
tribution by means of freight rates is the competition of home- 
with foreign-made products. The position taken by the Com- 
mission with respect to the relation between railroad rates and 
foreign competition in similar goods is indicated in the recent 
California citrus fruit cases,?° in connection with the rates 
charged on lemons. It was shown in the hearing that the world’s 
supply of lemons is chiefly produced in two localities—Sicily and 
Southern California. The cost of producing lemons in Sicily 
is much less than in California, as labor enters largely into the 
cost of production. In spite of a protective duty of $1 per 
hundred pounds (increased by the Payne Tariff Act to $1.50 

* City of Spokane, et al. vs. Northern Pacific, et al., Interstate Commerce 


Commission, Opinion No. 1363. 
*19 Interstate Commerce Commission Report, p. 148. 
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per hundred pounds) the low water transportation charges avail- 
able to the Sicily lemon prohibited the sale of the California 
product in territory east of the Mississippi River. The Com- 
mission decided that an increase in the rate from $1.00 to $1.15 
per hundred pounds on California lemons to the Eastern sea- 
board, established since the passage of the Payne Tariff Acct, 
was exorbitant, and that the old rate of $1.00 per hundred pounds 
should be restored, in order to permit the sale of “home grown” 
lemons in Eastern territory. If the principle inferred from this 
decision is applied generally, its economic importance cannot be 
ignored, since it may be made to apply in every instance where 
the tariff is inadequate to protect against foreign competition. 

Aside from the problems of rate adjustment required by the 
immediate exigencies of trade and traffic distribution, modifica- 
tions in systems of rates are constantly necessary in a rapidly 
growing country to keep pace with changing economic condi- 
tions.*! This point is well brought out in the complaint of the 
Lincoln (Nebraska) Commercial Club, decided April 6, 1908.”? 
Concerning this case, Professor Ripley writes: 


Lincoln, Nebraska, lies about 55 miles southwest of Omaha. Originally 
all its supplies came from the East, as both cities were for a time outposts 
of civilization. The coal supplies came from Iowa and Illinois and the salt 
from Michigan. On these and most other commodities the rates to Lincoln 
were made up of a through rate from the East to the Missouri River, plus 
the local rate on to destination. The city of Lincoln thus paid considerably 
more than Omaha for all of its supplies. Gradually conditions have changed, 
until in 1907 it appeared that over half the soft coal consumed in Lincoln 
was brought from Kansas and Missouri; four-fifths of the lumber from the 
South and nearly all the rest from the Pacific coast; glass and salt from 
the gas belt and salt beds of Kansas and a great deal of beet sugar from the 
western fields. For a large proportion of these and other supplies, Lincoln 
was actually as near or nearer the point of production than Omaha, and yet 
the difficulties of effecting an adjustment between rival carriers had pre- 
vented any modification of rates corresponding to these changes in economic 
conditions.” * 


Adaptation to business changes is an essential element of 
successful railway operation and development. American rail- 
road managers, urged by competitive railroad building, must be 


™ For an excellent discussion of this question see Professor Ripley’s “Rate 
Making in Practice,” Railroad Age Gazette, June 4, 1909. 

* Interstate Commerce Commission, Opinion No. 1102. 

* “Railroad Rate Making in Practice,” Railroad Age Gazette, June 4, 1909, 


p. 1167. 
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active and alert in seeking new territory and new traffic. As 
Professor Ripley points out, a strong contrast between Europe 
and the United States lies in the fact that the European railroads 
generally take business as they find it; whereas, the American 
railroads make business. 


V. Probable Effect of the Rate Making Power. 


In view of the many perplexities of official rate making the 
query naturally arises as to how the Interstate Commerce 
Commission will “find a way out.” The broad territorial 
divisions of the country, the varied interests and the diverse 
movements of traffic, render an adequate and close supervision 
of rates by a single tribunal an extremely delicate and difficult 
task—a task more vital to the country’s welfare than the exercise 
of the taxing power. In the determination of “reasonable rates” 
the Interstate Commerce Commission, as an administrative neces- 
sity, may be compelled to accept some general theory of rate 
making in spite of perplexities and maladjustments arising from 
changes in industrial and economic progress. In order to main- 
tain the conditions leading to its acceptance of a rate making 
basis, the Commission must eventually control every detail of 
railroad policy. Supervision of capitalization, which will lead 
in turn to the regulation of railroad extensions and improve- 
ments, is an essential corollary to the rate determining power. 
The trend of Government regulation, moreover, though eliminat- 
ing the speculative features, may effect a stability of investment 
value in railway securities. This, however, has by no means been 
the result in Great Britain, where, in spite of Governmental 
control over stock and bond issues, the railroads are heavily 
waterlogged with capital and their securities have materially 
depreciated.** 

“Mr. H. M. Acworth, while claiming that supervision of the issue of 
securities has protected stockholders and bondholders from depreciation in 
the value of their investments, ard the general public from overcharges in 
rates, admits that the English companies are overcapitalized. The laxity 
of control of fiscal operations of the railroads of Great Britain may be 
ascribed to the absence of direct Government interest in the finances of the 
companies. In France, on the other hand, financial control is effective and 


valuable because of the partnership of the French Government in the owner- 
ship and operations of the companies. See Acworth, “The Position of 
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The prevention of excessive competitive railroad building and 
of the economic wastes in transportation seems likewise to 
become a derivative function of the Interstate Commerce Com- 
mission. Sectional controversies and political exigencies may be 
expected to modify administrative policies in these matters, but 
a natural slackening in the pace of transportation development 
and a gradual equalization of sectional economic conditions tend 
to eliminate unfavorable results. 

The direct outcome of the rate determining power of the 
Interstate Commerce Commission is indeed problematical. The 
element of permanency or rigidity in rates, which has been 
pointed out as incompatible with changing economic conditions, 
is not obviated even in the absence of Government rate control. 
Rate making of itself is such a delicate and complicated task 
that when a scale of charges is once established, railroad man- 
agers, in spite of competitive forces, are loath to make adjust- 
ments warranted by changes in traffic conditions. It is from the 
stereotyped rates of the last three decades that the railroads have 
lately sought to free themselves by seeking to establish new rate 
schedules. 

Whether rate rigidity will be intensified under the new powers 
of the Interstate Commerce Commission depends largely on the 
rate making basis adopted. Warring sectional interests, com- 
bined with the intricate economic and political problems involved 
in the rate controversies, will gradually necessitate the preference 
of some permanent and simple rule as a guide to reasonableness. 
Judging from the results in foreign countries, the theory which 
is likely finally to predominate will hinge on the mileage or dis- 
tance principle of rates. This basis of railway charges has 
already received tentative legislative sanction in the “short and 
long haul” clauses of the Interstate Commerce Act, and since it 
conforms somewhat to the cost-of-service idea in rate making, 
there is no good reason to doubt that it will take precedence over 
others. 


A. M. SAKOLSKI. 
New York City. 


English Railways,” North American Review, September, 1909; also, Sakolski, 
“Control of Railroad Accounts in Leading European Countries,” Quarterly 
Journal of Economics, August, Igto. 
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HE statistics collected through the efforts of various Fed- 
eral agencies have been accorded much attention by sev- 

eral generations of competent students, working individually on 
their own initiative or officially in response to legislative order. 
The growth of government agencies engaged in statistical 


investigation, however, and the development of a plan of statis- 
tical work on the part of the Federal Government, do not appear 
to have received attention in any degree proportionate to the 
examination accorded the product. It is here proposed to study 
the statistical work of the Federal Government of the United 
States, and especially the agencies involved, from the adoption of 
the Constitution down to the present time. 

Statistical work by the Federal Government was made a 
vital part of its functions by the Constitution which brought 
the government itself into being. Such work was thereby made 
no incidental item of listed powers or privileges, but the basic 
document’ required that an exact arithmetical digest of the 
“state of the Union” should be made from time to time as a 
fundamental basis for the apportionment of legislators among 
the States and as an equalizing influence upon the levy of 
direct taxes. 

The first Federal Congress was thus confronted with the duty 
of enacting a suitable census law. The obligation was fulfilled 


*U. S. Constitution, Art. I, §§ 2, 9. 
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by the passage of an act approved March 1, 1790. Since that 
date, regular censuses of the American people have been taken, 
under the authorization and direction of Congress, every ten 
years. 

With the exception of census legislation, no provision for 
original statistical work was made by Congress until 1819. In 
the meantime, however, a number of private individuals were 
issuing statistical volumes, made up largely of material drawn 
from governmental sources. The favorite topics treated in these 
volumes were those of commerce and manufactures. As a num- 
ber of these private publications received aid directly or indirectly 
out of the Federal Treasury, it will be well to mention them 
briefly. 

In 1794, Tench Coxe published “A View of the United States 
of America,” to which he appended a number of official docu- 
ments for the years 1790, 1791, and 1792. A number of copies 
were purchased by the government for distribution among 
Congressmen and various officials. In 1806, Samuel Blodget, 
Jr., published his statistical manual,? containing a number of 
tables, official and unofficial, scattered through many pages of 
rambling text. These tables deal in a general and often incom- 
plete manner with population, wealth, commerce, finance, agri- 
culture, banking, and credit. While the volume shows no 
internal evidence of governmental cooperation, it was purchased 
in some numbers by the government. 

In May, 1810, Congress added to the other duties of the Third 
Census enumerators that of taking “an account of manufactur- 
ing establishments and manufacturers.” All the details of this 
work were left to the Secretary of the Treasury, who was later 
directed to employ a person to digest the material so collected. 
Tench Coxe was entrusted with the task and issued his report 
in 1813.3 About one-fourth of the volume is devoted to a dis- 
cussion of the beneficial importance of manufactures to a country, 
while the remainder is given up to statistical tables of manufac- 
tures by counties. 


?Economica: A Statistical Manual for the United States of America, 


Washington, 1806, pp. xiv, 202. 
*A Statement of the Arts and Manufactures of the United States of 


America, Philadelphia, 1813, pp. 233. 
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Timothy Pitkin, member of Congress from Connecticut, issued 
a commercial manual in 1814.4 His introduction is set forth, 
on the third and fourth pages of the “Advertisement,” thus: 
“As the United States have been considered, and justly so, as the 
second commercial nation in the world, it cannot be uninteresting 
to every American citizen to become acquainted with the facts, 
tending to show, that they are entitled to this rank. Many of 
the tables, in this collection, were obtained directly from the 
Treasury books, and have never been published.” This volume 
was an advance over anything issued up to that time, yet was far 
from covering all the manufacturing institutions of the country. 
Congress authorized the purchase of 250 copies. 

Dr. Adam Seybert, also a member of Congress, published the 
most comprehensive and valuable of all the early works when he 
issued his Statistical Annals,® giving statistics of the popula- 
tion, and commercial, public land, postal, financial, military and 
naval statistics, for the period 1789 to 1818. The material 
was secured from official documents, which the author in his pre- 
face complains were “too much diffused to be made the subject 
of immediate reference.” Five hundred copies of this work were 
bought by order of Congress. 

The last publications in the group under consideration were 
the statistical series of George Watterston and Nicholas Biddle 
Van Zandt.* The two issues that appeared were compiled largely 
from census volumes of 1820 and 1830 and from reports of the 
Register of the Treasury. Of the first issue Congress author- 
ized the purchase of not over 800 copies, and 750 of the second. 
The series existed largely on the reputation of Seybert’s Annals, 
and died a natural death with the second issue. 

We come now to statistical work done under the direction of 
Congress, or by some regularly organized executive branch of 
the national government, before the preliminary organization of 
the Bureau of Statistics in 1844. The earliest statistics called 
for by Congress were those of alien immigration. An act 
approved March 2, 1819, instructed the Secretary of State to 

*A Statistical View of the Commerce of the United States of America, 
Hartford, 1816. 
* Statistical Annals, Philadelphia, 1818, pp. xxvii, 803. 


*Tabular Statistical Views of the United States, Washington, 1828, 1833. 
Published under the patronage of the Congress of the United States. 
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report the number and designation of passengers arriving in the 
United States each year, compiled from reports of the collectors 
of the different districts. This act laid the foundation of our 
immigration statistics, and was the precursor of all immigration 
legislation. 

An act of February 10, 1820, entitled “An Act for obtaining 
accurate statements of the foreign commerce of the United 
States,” directed the Register of the Treasury to prepare annual 
statistical accounts of foreign commerce, i.e., the kinds, quan- 
tities, and values of exports and imports, also navigation 
employed in foreign trade. 

The next office to be drawn into statistical work was the Patent 
Office, which had been created in 1836. Curiously enough, the 
statistical work entrusted to the Patent Office had to do, not with 
patent work, but with agriculture. This work grew into the 
Department of Agriculture, a development that will be described 
later. 

The foregoing pages have outlined the meager statistical work 
of the Federal Government before 1844. It will be seen that 
beyond encouraging a few private statisticians by purchases of 
their works, and directing already existing offices to collect 
statistics of immigration, foreign commerce and navigation, and 
agriculture, but little was accomplished. No statistical bureau 
had been created, even the census work being thrust upon the 
State Department; and no plan of any sort for the regular col- 
lection and publication of statistics is discernible. 


Il. 


No bureau of the Federal Government has had so kaleidoscopic 
a career as the Bureau of the Census. For over a century a 
temporary bureau, rising phoenix-like every ten years from the 
ashes of an earlier decade, it has at last reached the dignity of 
permanence, and has gained a respected place in the department 
primarily devoted to statistical effort. At the First Census, in 
1790, the work of the bureau was carried on under the general 
direction of the President. Thereafter, for fifty years, it was 
entrusted to the Secretary of State. When the Interior Depart- 
ment was organized, census work was transferred to it, and 
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remained for half a century under the supervision of the Secre- 
tary of the Interior, his authority being exerted indirectly 
through the Commissioner of Labor. In 1900, for the first time, 
the Census Bureau was made an independent office of the Interior 
Department, with a Director who was responsible at first hand 
to the Secretary of that Department. Finally, in 1902, it was 
made a permanent office, coming thereby into its own; and a year 
later was transferred to the newly created Department of Com- 
merce and Labor, to become thus a cognate branch of the 
statistical organization of the national government. 

Such, in a word, has been the history of the Census Bureau. 
Its work in the field has been carried on in a variety of ways. 
For nearly a century the chief agents of the Bureau were the 
United States district marshals, who acted through assistants 
appointed by themselves. At the Tenth Census, however, taken 
in 1880, a special corps of aids-de-camp was created, known as 
supervisors of census, under whose direction the actual field 
work was performed. A similar organization has been utilized 
since 1880, the number of supervisors increasing from 150 in 
that year to 330 in IQIO. 

The constitutional provision for a census was the first statisti- 
cal act of the people of the United States, acting in any govern- 
mental capacity. “This provision,” it has been said,”? “was 
embodied in the Constitution for political reasons wholly, and 
with no thought of providing for any systematic collections 
of statistical data beyond the political necessities of the Govern- 
ment. It is true, nevertheless, that under this constitutional 
requirement the United States was the first country to provide 
for a regular periodical enumeration of its inhabitants.” 

The act for taking the First Census was approved March 1, 
1790. The word “census” does not appear in the act, ““enumera- 
tion’”’ being the term used throughout. Although later censuses 
were supervised by the Secretary of State, the oversight of the 
First Census was given in a general way to the President, who 
was supposed to exercise the requisite authority over the Federal 
marshals locally in charge, and to whom the returns were trans- 
mitted direct. The field work extended from August, 1790, to 


"Carroll D. Wright and William C. Hunt: History and Growth of the 
United States Census, Washington, G. P. O., 1900, p. 13. 
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the spring of 1791, and the results were issued in a small volume 
of fifty-six pages. 

The censuses of 1800 and 1810 were taken under the same 
general provisions of law as that of 1790, being little more than 
simple enumerations of the people, divided into a few main 
classes according to color and sex, and (in a limited way) 
according to age. The printed report of the Second Census 
contained seventy-four pages, and that of the Third Census 180 
pages. The industrial statistics of 1810, while gathered by the 
marshals and their assistants, were provided for in another act 
than the regular census law of 1810; and being in large measure 
the result of an afterthought, they were admittedly far from 
successful. 

The Fourth Census was taken under an act of March 14, 1820, 
which adhered very closely to the original act of 1790, so that 
the schedule differed but slightly in its classifications from those 
of the three preceding censuses; in the tenth section of the act, 
however, a second attempt was made to provide for the collection 
of other statistics than those relating directly to the population: 
i.e., statistics of manufacturing establishments and _ their 
products, capital invested, employees and wages, and other 
expenditure. The digest that was issued covering these statis- 
tics did not contain an aggregate statement for the whole 
country—a most serious omission. 

The section of the Fourth Census act providing for the col- 
lection of industrial statistics, coupled with the act of February 
10, 1820, which provided for annual statistics of foreign com- 
merce and navigation, may be said to mark the entry of the 
government into the field of industrial and commercial, as dis- 
tinguished from populational, statistics. Every census since 
1820 but one® has collected industrial statistics, the scope of the 
work being gradually enlarged from decade to decade. The 
census of manufactures has come now to be considered of 
sufficient importance to be taken quinquennially. Beginning 
with 1905, it has been made a five-year census, prosecuted under 
specific legislation and by a corps of special agents and 
enumerators. 


* The census of 1830. 
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The six censuses from 1790 to 1840 mark the first cycle in 
American census-taking. Their scope was exceedingly narrow, 
the periods of enumeration were in all cases unduly extended, and 
there was throughout a lack of foresight in planning and coher- 
ence in executing the task involved. 

This lack was recognized as the next census period drew on, 
and in 1849 a special board was established, comprising three 
cabinet officers, who were authorized to prepare forms and 
schedules for the Seventh Census. At the same time, super- 
vision of census work in the future was transferred to the newly 
created Department of the Interior. Six schedules were prepared 
by the special census board, and were made a part of the census 
act of 1850. The schedules dealt with free inhabitants, slaves, 
mortality, agriculture, industry, and social statistics. 

Thus the scope of the census was considerably widened in 
1850. In addition, a change was made in the method of 
enumeration. For the first time the inquiries related directly to 
the individual as the unit of enumeration, instead of the family; 
and for the first time the returns were susceptible of detailed 
classification and tabulation. 

The Eighth Census (1860) was taken under the provisions of 
the act of 1850, following the requirement in that act that any 
subsequent census should be taken under its provisions if no law 
therefor was passed before January 1 of the census year. The 
Ninth Census (1870), too, was taken under the census act of 
1850, in spite of the fact that a special committee of the House 
of Representatives, under the chairmanship of Mr. Garfield, 
made a careful study of census methods and presented an 
elaborate historical report containing the draft of a bill for the 
approaching census. This report passed the House of Repre- 
sentatives, but was defeated by the Senate. The painstaking 
work of the Garfield committee was not entirely in vain, however, 
as it furnished the basis for the Tenth Census acts. 

The Tenth Census (1880) was taken under a series of acts 
passed in 1879 and 1880, under the provisions of which a definite 
census office was created in the Department of the Interior, and 
the position of Superintendent of the Census established. Five 
general schedules were provided for, dealing with population, 
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agriculture, manufactures, mortality, and social statistics. The 
population, agricultural, and manufacturing schedules were con- 
siderably enlarged over those of the previous three censuses. 

A new departure was the employment of special agents in 
1880 to collect statistics on valuation, taxation, and indebted- 
ness, public schools, newspapers and periodicals, and wages, 
Several other special enumerations were ordered by Congress, 
such as the Indian enumeration and the collection of mining, 
educational, and other statistics. 

The census of 1880, judged by the variety of subjects investi- 
gated, marked the second cycle in American census-taking. 
The three censuses taken under the law of 1850 were great 
improvements over the first six enumerations, yet even the 
results of these censuses were far from satisfactory. The census 
of 1880, however, introduced new methods of collecting material 
and employed experts in making various special investigations 
required. The result is seen in returns much more complete and 
accurate than before. 

The Eleventh Census act, approved March 1, 1889, closely 
followed the census act of 1880, much the same schedules of 
inquiries being authorized. Additional enumerations were pro- 
vided regarding proprietorship, mortgage indebtedness, Union 
survivors of the Civil War, and mulattoes, quadroons and 
octoroons. As in 1880, special agents were largely employed 
for the additional enumeration work. 

The legislation enacted for the Twelfth Census (1900) 
limited the decennial work proper to four topics: population, 
agriculture, manufactures, and vital statistics, leaving for special 
treatment the many subsidiary inquiries which formed a part of 
the regular reports of 1880 and 1890. 

This plan was followed in 1900 throughout. The four gen- 
eral topics were covered each by a volume or set of volumes, 
which appeared soon after the close of the census period. Thus 
the first volume on population was dated December 6, 1901, and 
its companion volume June 6, 1902, just six months later. Two 
volumes were published on agriculture, two on vital statistics, 
and four on manufactures. The vital statistics, it may be added, 
were collected by agents of the census from registration records 
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in the cities and districts of the so-called “registration area,” 
made up of a rapidly growing number of States, counties, cities, 
and towns that prescribe and keep sufficiently accurate records of 
deaths to warrant their use by a Federal statistical bureau. This 
plan was first put into effect at the census of 1880, when the 
mortality schedules were partially withdrawn from the enumera- 
tors, and replaced by copies of registration records. In 1890 
and at both succeeding censuses the mortality schedules were 
wholly withdrawn from the enumerators. 

The statistics of manufactures in 1900 were collected by a 
special force of agents, who visited the manufacturing and 
mining establishments of the country and secured data of capi- 
talization, finances, and production. This method has been fol- 
lowed since 1900. 

After the close of the census periods in 1890 and 1900, and 
especially since the creation of the permanent Census Bureau in 
1902, series of special reports have been issued by the bureau, 
among others the annual reports on mortality, and social and 
financial statistics of large cities; special reports on defective 
and abnormal classes; bulletins on special industries of all kinds; 
reports on cotton; also street railway, electric power plant, and 
other statistics. 

We come now to the history of the establishment of the per- 
manent Census Bureau. This had been a dream of statisticians 
for many years. A House committee as early as 1845 held that 
the many errors of the Sixth Census formed a powerful argu- 
ment for the establishment of a permanent statistical bureau, to 
which, it may be supposed, all future census work might be 
entrusted. Superintendent De Bow in his Compendium of the 
Seventh Census® also urged the necessity of a regular statistical 
office. He said: “Unless there is machinery in advance at the 
seat of Government no census can ever be properly taken and 
published. This office machinery exists in all European countries 
where statistics are the most reliable, but there has been none of 
it in the United States. Each census has taken care of itself. 
The Government may rely upon paying heavily for the experi- 
ence which is being acquired.” 


* Page 18. 
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Various reports of the Secretary of the Interior, from 1860 to 
1865, either recommended a permanent bureau of statistics, or 
directly suggested a permanent bureau to take the decennial 
census. On February 16, 1891, the Senate directed the Secre- 
tary of the Interior to draw up a bill for the establishment of a 
permanent census bureau. This he did, in a document prepared 
by Superintendent Porter of the Eleventh Census.’° His report 
contained favorable opinions, from all classes of people and from 
organizations throughout the country, on the subject of an estab- 
lished bureau of the census. In 1893 the House Select Com- 
mittee on the Eleventh Census presented a similar report, urging 
a permanent bureau on the ground of efficiency and economy, 
and containing the draft of a bill to establish such a bureau. 
Neither of these bills was passed by Congress, and no further 
action was taken until March 19, 1896, when a joint resolution 
of the two Houses instructed the Commissioner of Labor, 
Carroll D. Wright, to report a working plan for a permanent 
census bureau. In the meantime a joint memorial was presented 
to Congress by the American Economic and American Statisti- 
cal Associations, pointing out the defects of previous census 
work, and laying the onus of such defects on three principal 
features of census work, all of which would be obviated by the 
establishment of a permanent office, namely : 

1. Accumulation of inquiries at the same period of time. 

2. Lack of continuity in census work. 

3. The haste with which the whole machinery of the census 
is placed in motion."! 

There was considerable discussion, along the same line, on the 
part of many scientific writers.'? 

Commissioner Wright submitted his report December 7, 1896, 
in the shape of a bill to establish an independent and permanent 
census office. No result, however, came of his report, although 
the bill was introduced in both Houses of Congress; and when 
the legislation for the Twelfth Census was enacted, no provision 


* Sen. Ex. Doc. No. 1, 52d Cong., rst Sess. 

™ See Sen. Doc. No. 68, 54th Cong., 2d Sess. 

* See, for example, Charles W. Dabney, Jr., “A National Department of 
Science,” Science, January 15, 1897. 
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was made for the permanency of the bureau. Not until July 1, 
1902, was the office made a permanent one. 

Since the establishment of the permanent Census Bureau, 
eight years ago, it has been engaged chiefly on special work, 
such as has been entrusted to it by act of Congress! or has fallen 
to its lot in systematizing the statistical work of the Federal Gov- 
ernment. In cooperation with other branches of the govern- 
ment, statistics are being constantly gathered, tabulated, and 
issued. Since 1905, the Census Bureau has been in charge of 
the statistics of cotton production, formerly collected in the 
Department of Agriculture. Cooperation is sought not only 
with the Federal branches of government, but also with State 
departments, such as State bureaus of labor, State census offices 
and State health departments and registration offices.'* It is 
fair to say that the permanent bureau will justify its first decade 
by this one feature alone. 

In addition, the permanent census office acts as a clearing 
house of general statistical information for correspondents the 
country over. It is hard to put the value of this work into defi- 
nite terms, but the bureau is daily besieged for information by 
Congressmen, publicists, writers, students, farmers, and men and 
women in all walks of life. The topics regarding which infor- 
mation is sought vary widely, from a request for a statement of 
the distribution of unmarried men (naively made by a widow), 
and argumentative treatises submitted by “professors of science” 
and cranks, to serious requests on the part of teachers, students, 
and others. 

The Thirteenth Census of the United States, tabulation of the 
results of which is under way at the time this is being written, is 
the first one undertaken by the permanent bureau, and its 
progress will be watched with great interest by statistical stu- 
dents and writers. In general, the plan of the 1910 census is 
similar to that of 1900. The same four divisions of infor- 


* Vide the special reports on Marriage and Divorce, issued by direction of 
Congress in 1908-1909, and on Religious Bodies, issued in 1910. 

“For a description of this feature of the Bureau’s work, see the report 
of a committee, entitled “Collaboration in Federal and State Statistical 
Work,” and presented at the twentieth annual convention of the Commis- 
sioners of State Labor Bureaus in 1904. 














ee ee 








300 Yale Review. [ Noy, 


mation are being sought after: population, agriculture, manu- 
factures, and vital statistics. The same methods are largely in 
use, much the same schedules are being utilized, and the questions 
required by law have been but little modified. The only impor- 
tant changes in the population schedule have been the addition 
of one query respecting the mother tongue of each foreign-born 
person enumerated, and another regarding the industry in which 
each breadwinner is engaged, as well as the specific occupation. 


IIT. 


Next to populational statistics, both chronologically and in 
point of assigned importance, come statistics of commerce. To 
the collection of such statistics considerable attention has been 
given, and the first permanent statistical bureau organized under 
Congressional authority was assigned the duty of collecting, 
tabulating and publishing statistics of American commerce. 

The act of February 10, 1820, already touched on above, 
launched the Federal Government into the collection of commer- 
cial statistics. It is true that immigration statistics had been 
authorized a year earlier, but the collection of statistics of com- 
merce proper was begun in 1820. The act of 1820, which was 
based upon a report submitted December 20, 1819, by the Senate 
Committee on Commerce and Manufactures, instructed the 
Register of the Treasury to report annually statistics of imports 
and exports, and navigation employed in foreign trade. The 
information was to be secured from collectors of customs at the 
various ports, and the task of preparing it for the use of Congress 
was assigned to a Division of Commerce and Navigation, 
organized for the purpose under the Register of the Treasury. 
By this Division regular annual reports of commerce were sub- 
mitted to Congress until the establishment of the Bureau of 
Statistics. 

Banking statistics were authorized a decade later. By resolu- 
tion of the House of Representatives on July 10, 1832, the Sec- 
retary of the Treasury was directed to lay before the House the 
returns of the different State banks and banking companies. In 
accordance with this resolution, more or less regular reports were 
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made by the Secretary covering the years 1833, 1835 to 1848, 
1850, and 1852 to 1863. The last report under this resolution 
was made December 23, 1863, by Secretary Chase, who recom- 
mended its repeal. Action does not appear to have been taken by 
the House, but no further reports were made under the resolution. 

While the Bureau of Statistics was not actually created until 
1866, its existence was foreshadowed for over twenty years 
before that date. On January 29, 1844, the House of Repre- 
sentatives appointed a select committee “to inquire into the 
expediency of establishing a Bureau of Statistics and Commerce 
in connection with the Secretary of the Treasury.” Zadock 
Pratt of New York, chairman of the committee, presented three 
vigorous reports during the following year. The first report 
was submitted March 8, 1844,!° and earnestly recommended the 
establishment of a bureau of statistics as a subsidiary branch of 
one of the executive departments. Some excerpts from this 
report will be of interest: 

“A statistical bureau would produce the following important 
and highly desirable results: 

“First. By furnishing correct and official information relat- 
ing to all the great interests of the country, it would prevent 
unintentional partial legislation in favor of one or more, to the 
injury of the rest. 

“Secondly. It would facilitate legislation. .. . 

“Thirdly. The establishment of such a bureau would greatly 
facilitate the business of the departments. . . 

“Fourthly. Such a bureau would, in a comparatively short 
time, furnish correct information respecting the commercial, the 
financial, the navigating and shipping, the manufacturing, and 
the agricultural interests of the country. 

“Fifthly. The duties of the bureau would extend to the 
arrangement, condensation and elucidation of the statistics of 
foreign nations, and to all the various branches of international 
commercial intercourse.” 

While the appeal of the committee did not at once produce the 
desired result, yet it roused Congress to pass a resolution, on 
June 15, 1844, authorizing the Secretary of the Treasury to 


* House Report No. 301, 28th Cong., 1st Sess. 
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employ three clerks in the work of “collecting, arranging and 
classifying such statistical information as may be procured, 
showing or tending to show each year the condition of the agri- 
culture, manufactures, domestic trade, currency and banks of the 
several states and territories of the United States.” These three 
clerks formed the nucleus of the future bureau of statistics, and 
the year 1844, therefore, may be said to mark the first step 
toward a Federal statistical bureau in the United States. 

On January 6, 1845, Secretary of the Treasury Bibb made the 
first report under the resolution of June 15, 1844, a volume of 
419 pages. The material was imperfect and unsatisfactory, no 
statistics being presented, for example, regarding the banks of 
a number of important States. In his letter of transmittal the 
Secretary suggested that the resolution provided him neither 
sufficient authority nor means to properly collect and put together 
statistics worthy of American genius and intelligence. “It 
is respectfully recommended,” said the Secretary, “that the 
information be enlarged to the foreign trade, foreign manufac- 
tures, foreign agriculture, foreign products, foreign currency 
and foreign regulations and restrictions of commerce. This 
branch of knowledge, so interesting, so important and so eagerly 
desired, remains as yet, in the United States, veiled in obscurity 
and mystery. Private fortunes and private means will not—the 
Congress can, if they will—cause light to shine through the 
darkness.” 

Mr. Pratt appended this letter to a report he brought in on 
February 7, 1845,!® which was laid on the table. He reported 
a great development of interest on the part of intelligent men in 
the establishment of a statistical bureau. This report was 
shortly followed by another, submitted February 25, 1845, which 
was entitled “Statistics of the United States,” and aimed to 
prove the efficacy of statistics in the sectional discussion then 
raging over the country. It was simply an argument, in another 
form, for a national bureau of statistics. This report, too, was 
promptly tabled. 

The second of the two reports submitted by the Secretary of 
the Treasury in compliance with the resolution of June 15, 1844, 


* House Report No. 110, 28th Cong., 2d Sess. 
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was transmitted March 26, 1846, by Secretary Walker, the 
information, with the exception of the figures for New York 
and Massachusetts, being founded largely on estimates furnished 
by State officers and private individuals. The report comprised 
527 pages, and seems to have been the last report submitted 
under the resolution. The suspension of the work by the Treas- 
ury Department at this time has been ascribed to lack of congres- 
sional interest and support, and to the diversion caused by the 
Mexican War. Mr. Pratt’s efforts were destined for the time 
being to be fruitless, but later developments showed that his 
work was not wholly in vain, and he has been called “the father 
of the American Statistical bureau.” 

The Secretary of the Treasury continued to collect, through 
the Register as provided by law, annual statistics of commerce, 
navigation, and immigration; in 1856, estimates of coastwise 
commerce were added by resolution of Congress. These statis- 
tics were regularly presented to Congress. It was not until after 
the Civil War that Mr. Pratt’s dream of a bureau of statistics 
finally came true. The act creating it was approved July 28, 
1866, and provided for the establishment of a bureau in the 
Treasury Department, to be styled “The Bureau of Statistics,” 
with a Director who should prepare and present the reports on 
commerce and navigation already required of the Secretary by 
law, also monthly export and import statistics, annual registry 
statements of United States vessels, statistics of manufactures, 
transportation, and wages, and such other reports as the Secre- 
tary might deem expedient. 

The bureau was organized in October, 1866, with the clerks 
previously employed in the divisions of Commerce and Naviga- 
tion and of Tonnage, in the Register’s office, as a nuclear force. 

The office of director, however, was soon abolished by act of 
July 20, 1868, which appointed the Special Commissioner of the 
Revenue superintendent of the bureau after the first of January, 
1869. On July 1, 1870, the office of Special Commissioner of 
the Revenue expired by limitation. The Deputy Special Com- 
missioner, who had been for some time acting as chief of the 
bureau, was placed in full charge, with the title of “Chief of the 
Bureau of Statistics,” a designation afterwards specifically 
recognized by law. 
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When the law creating the bureau went into effect, the ton- 
nage division of the Register’s office was transferred to it. 
Seven months later the Secretary of the Treasury decided that 
this transfer had been the result of a misapprehension as to the 
respective duties of the Register’s office and the Bureau of 
Statistics, particularly in regard to the issue and cancellation of 
ships’ papers, and accordingly directed the retransfer to the 
Register’s office of the clerks in charge of ships’ papers. He also 
directed, however, that all proper facilities should be afforded 
the chief of the Bureau of Statistics for obtaining information 
from the Register’s returns, thus avoiding duplication of work 
by the collectors of customs. Returns continued to be required 
from collectors by the bureau, indicating that the instructions 
of the Secretary in this regard were not fully carried out. 

In addition, it was attempted by the bureau through the Divi- 
sion of Internal Traffic, organized early in its history, to gather 
information on a great variety of subjects, “with results so 
grossly and grotesquely inaccurate as to make the bureau an 
object of ridicule.”47 This division was accordingly discon- 
tinued in 1869. The main reason for its failure to secure defi- 
nite results was the absence of any legal authority to exact 
information from corporations or individuals.'® 

The Division of Internal Commerce of the Bureau of Statis- 
tics, succeeding the defunct Division of Internal Traffic, was 
organized in 1875, as the result of a compromise clause in the 
general appropriation act of March 3, 1875, after a bill pro- 
viding for the establishment of a bureau of commerce had been 
defeated in the Senate. The clause called for statistics of 
internal commerce, and for transportation statistics, including 
costs of railway construction and operation, water and railway 
rates, and tonnage figures. 

The first report on the internal commerce of the United States, 
issued on the thirtieth of June, 1876, embodied the results of the © 

* Report of the Commission on the Bureau of Statistics of the Treasury 
Department, Washington, 1877, p. 60. 

*In this connection, see the report of Francis A. Walker, in charge of the 
bureau, for 1869. Only seven per cent. of the manufacturers of the country, 


representing a bare one per cent. of the total capitalization and products, 
made any response to the calls of the bureau for information. 
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first two years’ work of this division, and formed a part of the 
report on commerce and navigation of the Bureau of Statistics. 
The division was thoroughly reorganized in 1899, and now 
prepares monthly and yearly summaries of the movements of 
internal commerce. 

In 1877, as a result of considerable criticism of the methods 
employed in the Bureau of Statistics, Secretary Sherman 
appointed a commission to investigate its system of conducting 
business, of collecting, preparing, collating and publishing sta- 
tistics, and to ascertain what duplication of work, if any, existed. 
The commission inspected the work of the bureau with great 
thoroughness and detail, and reported their findings in October, 
1877.19 The report was introduced by a brief review of the 
statistical work of the Federal Government at that time. 

After making a series of recommendations regarding the 
bureau, the Commission concluded as follows: “The Bureau of 
Statistics in the Treasury Department, as now constituted by 
law, can do very little more at present, to cover the wide field of 
statistical inquiry. Nor, without great, and perhaps revolu- 
tionary changes in existing legislation respecting the duties of 
the Executive Departments, can its duties be enlarged in a satis- 
factory way. Nor is this Commission, from its own investiga- 
tion, certain that the power to publish statistical material now 
existing in the various Departments could be consolidated and 
transferred to the Bureau of Statistics with justice to them or 
with good effect, either as regards legislation, administration or 
public information.” 2° 

The work of the Bureau of Statistics continued as before, with 
few modifications, until the establishment of the Department of 
Commerce and Labor in 1903, to which it was at that time 
transferred. 

In 1878, the Bureau commenced the annual publication of a 
Statistical Abstract of the United States, containing digests of 
statistics of all kinds, compiled largely from governmental 
reports, but partly also from unofficial sources. This publication 
has grown in size and scope since its first appearance, until to-day 

*Report of the Commission on the Bureau of Statistics of the Treasury 


Department, Washington, 1877, p. 140. 
” Ibid., p. 89. 
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it comprises a volume of over 700 pages. The percentage of 
space devoted by the abstract to commerce has recently fallen, 
being 60 per cent. in 1897 and about 40 per cent. in 1908, indi- 
cating the widening scope and variety of the subjects treated. 
The publication of some such digest as the Statistical Abstract 
was recommended as early as 1844 by the Pratt Committee, 
which said:** “It is worthy of consideration whether a large 
amount of money might be saved, if instead of printing many 
bulky reports and documents, filled with details interesting to 
very few persons, all the materials they contain were digested 
and printed in an annual volume. The manuscript documents, 
together with all the printed reports, etc., above alluded to, 
should be systematically arranged and bound in volumes, and 
preserved. Indexes to be prepared of these volumes, so that 
their contents might easily be referred to, when more particular 
and detailed information was wanted on any subject than the 
digest kept by the bureau would furnish.” 

In addition to the annual Statistical Abstract, the Bureau of 
Statistics from time to time prepares a cumulative statistical 
record of the progress of the United States; and there is now in 
course of preparation a Statistical Abstract of Foreign Countries, 
of which only the first volume has yet appeared. 

An act of July 16, 1892, added the collection of statistics of 
exports by rail to the functions of the bureau. Every shipper 
by rail to foreign countries was directed to deliver a manifest to 
the carrier, and the carrier was to deliver such manifest to some 
regular agent of the Government. On April 19, 1902, the work 
of the bureau was further extended to cover statistics of com- 
merce with our noncontiguous territory—Hawaii, Porto Rico, 
Alaska, Guam, and the Philippine Islands. 

The act of 1903, establishing the Department of Commerce 
and Labor, transferred the Bureau of Statistics from the 
Treasury Department to the new Department, and enlarged its 
field of work by creating within the bureau a new section, the 
Division of Foreign Commerce. This Division was nothing 
more than the Bureau of Foreign Commerce of the Department 
of State, now removed from that Department and consolidated 


* House Rep. No. 301, 28th Cong., rst Sess. 
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with the Bureau of Statistics. To understand fully the nature 
of this transfer and consolidation, it will be necessary to turn 
back sixty years, and trace the development of the Bureau of 
Foreign Commerce under the State Department. The origin of 
that bureau lay in an act approved August 16, 1842, making it 
the duty of the Secretary of State to report annually to Con- 
gress “in a compendious form, all such changes and modifications 
in the commercial systems of other nations, whether by treaties, 
duties on imports and exports, or other regulations, as shall have 
come to the knowledge of the Department.” Only three reports 
were actually made under the act, in 1842, 1843, and 1844, after 
which work lapsed for a dozen years. On August 18, 1856, 
Congress again directed the Secretary of State to collect com- 
mercial information from consular and diplomatic agents and 
from the official publications of foreign governments, and to 
report on it annually. The Secretary was further “authorized 
to appoint one clerk who shall be called ‘Superintendent of 
Statistics.’”” 22. The so-called “Statistical Office” of the State 
Department had been organized for a temporary piece of work 
two years before this, and was now, by the terms of this act, 
made a continuing office. In 1874 Congress changed the title 
of the office to Bureau of Statistics, so that for a time there were 
bureaus of statistics both in the State and Treasury departments. 

The report on foreign commercial systems issued each year by 
the State Department under the act of 1856, was entitled 
“Commercial Relations.” For ten years following the establish- 
ment of the Bureau of Statistics, Treasury Department, that 
bureau also published considerable information regarding the 
commerce and general prosperity of foreign nations, covering 
ground very similar to that covered by the State Department. 
The latter Department consequently complained of this duplica- 
tion of its work, and the Bureau of Statistics, Treasury Depart- 
ment, discontinued the practice. 

In 1880 the work of the Bureau of Statistics of the State 
Department was limited to the preparation of monthly consular 
reports. This practically marks the withdrawal of the State 
Department from the field of regular statistical work. On 


* The office of Superintendent of Statistics was abolished by act of July 
20, 1868. 
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July 1, 1897, the title of the Bureau of Statistics, State Depart- 
ment, was changed to Bureau of Foreign Commerce, to obviate 
the confusion arising from the existence of two bureaus of sta- 
tistics in the executive departments; and in 1903, as already 
stated, the Bureau of Foreign Commerce was formally trans- 
ferred to and consolidated with the Bureau of Statistics of the 
Department of Commerce and Labor. 

There has been considerable discussion during the past three 
years as to the advisability of consolidating the Bureau of Sta- 
tistics and the Census Bureau. A special committee, appointed 
by the Secretary of Commerce and Labor in 1907, reported 
adversely on the question, and the bureau seems likely to con- 
tinue in much the same field of work as that occupied since its 
inception. At the present time the Bureau of Statistics collects 
and publishes statistics of foreign commerce, presenting imports 
and exports, respectively, by countries and customs districts, the 
inward and outward movement of tonnage in foreign trade, and 
the countries whence entered and for which cleared. ' The bureau 
also collects and publishes information regarding the movements 
of internal commerce, including coastwise commerce and the 
commerce of the Great Lakes. The immigration and registry 
reports formerly prepared by the bureau have been discontinued, 
being now issued by the Bureau of Immigration and the Bureau 
of Navigation, respectively. 

The bureau’s regular sources of information are collectors of 
customs, and specially appointed agents at interior ports. Occa- 
sional sources are mercantile and trade reports, statistical publica- 
tions of the various States and of foreign governments, and 
general correspondence carried on by the bureau. 


Jutius H. PARMELEE. 
Washington, D. C. 


{Nore. This article will be concluded in the February number of this 
Review.—Editors. } 
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A Documentary History of American Industrial Society. Edited 
by John R. Commons, Ulrich B. Phillips, Eugene A. Gilmore, 
Helen L. Sumner, and John B. Andrews. Prepared under the 
auspices of the American Bureau of Industrial Research, with 
the cooperation of the Carnegie Institution of Washington. 
With preface by Richard T. Ely and introduction by John B. 
Clark. Cleveland: The Arthur H. Clark Company, 1910— 
10 volumes. 


‘olumes V and VI, “Labor Movement, 1820-1840,” edited by 
John R. Commons and Helen L. Sumner. Volumes VII and 
VIII, “Labor Movement, 1840-1860,” edited by John R. 
Commons. 


It is well to remember the fundamental principle as previously 
stated by the editor-in-chief, Professor Commons, that it is the 
extension of markets rather than the technique of production 
that determines the organization and policies of industrial 
classes. When the retail merchant began to engage in whole- 
sale trade, price rather than quality became the determining 
factor. As wages were the important element in fixing the 
price, a struggle between employer and workingman was inevit- 
able. One phase of that struggle, taken up in previous volumes, 
was shown in the “Labor Conspiracy Cases.” (Reviewed in 
Yate Review, August, 1910.) The present volumes cover 
another phase, the organization of workingmen, which not only 
supported the strikes in question, but developed on such a broad 
scale that it may well be termed a “labor movement.” It arose 
as a protest against the merchant-capitalist system. 

A chart accompanies the introduction to these volumes, show- 
ing roughly the average movement of wholesale prices during 
the greater part of the nineteenth century. When prices are 
rising and the employer is driving his men hard, the working- 
man is forced to demand higher wages and fewer hours. The 
labor movement then emerges in the form of unions and strikes, 
which are at first successful. When the period of depression 
follows, the labor movement either subsides or changes its form 
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to political or socialistic agitation. The period under considera- 
tion includes the rise of prices culminating in 1825 and in 1836, 
and ends in the midst of the depression of 1837-1843. 

The extension of manhood suffrage between 1820 and 1830 
placed in the hands of the laboring man a weapon which he was 
not slow to use in demanding, among other things, public educa- 
tion, abolition of imprisonment for debt, a modification of the 
compulsory militia system, and a mechanic’s lien that was good 
for the laborer as well as for the master. Though there had 
been organizations of labor prior to this time, they had been local 
societies of individual trades. In 1827, in Philadelphia, there 
was organized the Mechanics’ Union of Trade Associations, the 
first union of various trades “in the United States, if not in the 
world.” Organized for mutual aid and protection, the 
Mechanics’ Union soon decided that it was necessary for the 
workingmen to go into politics. Though the Mechanics’ Union 
existed for only a year, the political movement continued 
through 1831, and the Workingmen’s Party was an important 
factor in local politics until it disappeared in the excitement of 
the national political issues of 1832 and of Jackson’s second 
administration. 

In New York the workingmen’s political movement began in 
1829, and in the following year spread rapidly throughout the 
State. Though attended with more immediate success, as in 
Philadelphia the importance of national questions in 1832 com- 
pletely overshadowed and finally ended independent political 
activities. 

The New England Association of Farmers, Mechanics and 
other Workingmen was similar to that of Philadelphia and New 
York, and the workingmen’s party was a distinct factor in 
Massachusetts politics from 1830 to 1834. There were also 
organizations in a number of smaller towns in most of the New 
England States. But by 1834 the workingmen abandoned their 
more general protest against existing conditions for the more 
special demands of the trade-union movement. 

A new phase of the labor movement began in New York in 
1833, and rapidly spread to a dozen or more important cities. 
This was the formation of local trades’ unions which profited by 
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previous experience and proscribed politics and religion. While 
the old political issues were not lost sight of, the new issues, such 
as hours of labor, wages, prices, competition of women, and 
prison competition, were emphasized. Trades’ unions existed 
prior to 1835, but it was the rise of prices in that year that awoke 
them to vigorous action. 

The culmination of the local trades’ unions was the National 
Trades’ Union, 1834-1837, an association of local unions, each 
of which was composed of local societies of the several trades. 
The National Trades’ Union held annual conventions, composed 
of delegates from local trades’ unions, reached its climax in 
1836, and disappeared with the panic of 1837. The convention 
of 1836 showed the beginnings of disintegration in its expres- 
sions as to the hopelessness of strikes, and the attention shown 
to various panaceas and to legislation. Though “the Trades’ 
Union dwindled and ended where the movement of 1829 
began—in politics,” its importance lies in the union of separate 
trades on the basis of the class interest common to all. 

Finally, out of the National Trades’ Union came the national 
organizations of local societies within a single trade, beginning 
in 1835. 

These are the subjects in the “awakening period of the labor 
movement,’ which the editors have attempted to illustrate in 
volumes V and VI of the series. That the attempt has not been 
so successful as in the preceding two volumes on the “Labor 
Conspiracy Cases’ is due to the character of the material, but the 
service that has been rendered is perhaps all the greater. The 
sources of information are labor papers, publications of associa- 
tions, convention proceedings, etc. Sometimes the extracts are 
extremely scanty, at other times abundant but annoying in their 
repetition, yet from the whole the student is able to obtain a clear 
idea of this all-important and greatly neglected side of American 
history. 

When it comes to the interpretation of the documents, the 
separate introductions to the several phases of the subject leave 
something to be desired. They are distinctly helpful, if not 
indispensable, and although together they present a fairly com- 
plete picture, taken individually they are not always as clear as 
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they might be. In view of what has been done, and what is after 
all the main purpose of the work, viz., to present the documents 
in the case, it is perhaps requiring too much to ask for anything 
more. But the reader cannot fail to voice the wish that some- 
where and somehow the editors had found it possible to defend 
their claim that “after contemplating the wider political and 
social agitation accompanying the industrial movement, the curve 
of prices [in the Introduction, previously referred to], is the 
backbone of American history.” Only when the subject is thus 
studied, in its larger aspects, can the real significance of the 
documents presented be appreciated. 

Volumes VII and VIII of this series are not as satisfactory 
as the ones preceding. This is undoubtedly due in some measure 
to the increasing complexity of the subject and to the greater 
abundance of material. Where selection becomes an important 
factor, opinions will inevitably differ as to the success which has 
been achieved by the person responsible for the selection. But 
there would also seem to be ground for criticism in the present 
case as to the grasp of the whole subject displayed by the editor. 
Certainly the student is unable from the contents of these two 
volumes to obtain the comprehensive view of the entire period 
which was more or less possible in the previous volumes. The 
general introduction in the seventh volume is stimulating and full 
of brilliant suggestion, but fails to fulfil its function in gathering 
the scattered subjects into a consistent whole. 

The period is treated under five divisions: 1. Economic and 
Social Conditions (general). 2. Owenism and Association. 
3. Land Reform. 4. Hours of Labor. 5. Labor Organizations. 
Each of these subjects is treated in a way that is fairly satisfac- 
tory; and it is a genuine pleasure to find an adequate appreciation 
of the importance of the land question in industrial and _polit- 
ical life. The importance of that phase of the social reform 
of the time which we somewhat carelessly characterize as ‘“‘com- 
munism,” is well brought out in the division on Owenism and 
Association. 

In the general introduction there is a statement of the relation 
of these reforms to the labor movement. But to the mind of 
the present reviewer this statement is unconvincing, indeed it 
seems almost fanciful, and in spite of a section in each of several 
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divisions upon the “Relations to other Reforms,” the relation- 
ship is not clearly established. 

It was an era of philanthropy and reform, when every con- 
ceivable “ism” had its supporters, and when, as Emerson said, 
every man went about with a new reform in his pocket. There 
are many students who think that the labor agitation soon after 
the War of 1812 was only a part of this wave of philanthropy 
and reform that swept over the country. Without taking up that 
specific question, the earlier volumes of this series presented con- 
vincing evidence of the beginnings of a genuine labor movement. 
In reading the present volumes where certain of the reforms are 
taken up and much made of them, the former doubts return, and 
one wonders if after all the philanthropic element was the domi- 
nant one in the period under consideration. The present reviewer 
is inclined to think not, and he is only the more regretful that 
the editor devoted but one-fifth of his pages to the division on 
Labor Organizations. It was a time when factory operatives, 
who had been unimportant in earlier labor struggles, became the 
leaders; when machinery had created positions for women; 
when a class of unskilled labor appeared, and when the foreign 
immigrant was taking his place in American industry. In a 
documentary history of American industrial society these sub- 
jects warrant a fuller treatment than has been awarded them, 
unless adequate reasons are given for allowing other matters to 
prevent it. 

As far as it goes this last division is the most satisfactory 
part of the present volumes, in that it follows out the line of 
development of the preceding volumes, and prepares the way for 
the conditions since the Civil War. For a time it seemed as if 
cooperation offered the best mode of protection to workingmen, 
and promised a solution for the labor problem. But it was only 
for a time, and the revival of business activity in 1853-1854 
brought forth a new type of union. The new union avoided all 
social and political reforms and devoted itself to improving con- 
ditions. It was the modern form of union, whose object was to 
establish a minimum wage, and to maintain it by means of a 
“closed shop” and which used the “strike” as its weapon. 

MAX FARRAND. 


Yale University. 
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The Basis of Ascendency. By Edgar Gardner Murphy. New 

York: Longmans, Green & Co., 19g09—pp. xxii, 249. 

Dr. Murphy’s “Basis of Ascendency” is probably the best 
philosophical statement of race relations in the South that has 
been published in recent years. The author, a Southern white 
man, has met every issue squarely. His interpretation of the 
various phases of race antipathy are in the main broadly humani- 
tarian. With characteristic earnestness the writer at the very 
beginning of his preface raises the real question at issue wher- 
ever a stronger and a weaker group are living together: “Shall 
the principles of the state policy, in relation to the weaker racial 
or social groups, be repressive or constructive?” Too frequently 
a bold statement of an issue is but an introduction to a one-sided 
statement of a case. In this book, however, protest is made both 
against the extremist who denies the importance of racial charac- 
teristics as causes of social cleavage and against the radical who 
over-emphasizes race differences. 

Having defined his attitude toward race qualities, the writer 
restates the question which must be answered by the North, 
but especially by the South, thus: “Starting with the fact that 
the negro is a negro and that his capacities, upon the average, 
are not the capacities of the white man, what shall be the policy 
of the state toward such capacities as he has? Shall it be a 
policy of negation or of development ?” 

The answer to this vital question, as given in the eleven chap- 
ters of this book, may be divided into three parts. Chapters 1 
to 4 trace the development of the Southern attitude toward the 
Negro since the Civil War from a defensive attitude against the 
injustice of the reconstruction period to the present time, when 
there is an increasing tendency on the part of the strong to 
exploit the weak. Chapters 5 to 7 discuss the importance of rec- 
ognizing the Negro as an essential part of Southern life and 
show that opportunity and fair play tend to develop race con- 
sciousness and self-respect on the part of the colored people. 
Chapters 8 to 11 first briefly refer to the dangerous reactions 
which the power to exploit the weak have upon the strong, and 
then describe at some length the powerful forces which are grad- 
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ually molding proper public sentiment in the South toward the 


Negro. 
With this general outline in mind a few quotations from the 


book will serve to show the author’s style and bring out some 
important details which will throw further light upon the value 
of the work. Under the title “The Indivisible Inheritance” in 
Chapter I it is maintained that the “Negro and his children have 
become with us the joint beneficiaries of our civil, educational, 
and political heritage.” Exploitation is not the prevailing atti- 
tude. “The suffrage of the blacks has been sharply limited by 
statute, but the very act of limitation has involved a narrowing 
of the basis of the whole electorate.” In a general sense it is 
true that there is an “indivisible inheritance’ which belongs to 
both races. As the author states in a later chapter, so intimately 
are the interests of the two races related that “the fundamental 
issue is not what we will do with the negro, but what, with the 
negro as the incident or provocation of our readjustments, we 
will do with our institutions” (p. 198). 

This chapter on the unity of the welfare of the two races is 
followed by two chapters picturing the revolt of the Southern 
whites against the domination of ignorance during the recon- 
struction days. This revolt was a defensive movement of the 
whites to preserve white supremacy—a supremacy which the 
author considers at present necessary to the progress of the 
Negro as well as of the whites. The defensive revolt soon 
became aggressive. “Its more radical spokesmen have proceeded 
by easy stages from an undiscriminating attack upon the negro’s 
ballot to a like attack upon his schools, his labor, his life” (p. 29). 
“The social aversions which were conservative have become 
increasingly destructive” (p. 27). The author’s condemnation 
of this injustice is both vigorous and convincing. ‘The funda- 
mental political constitution of a people cannot be perpetually 
readjusted between meals by devices of application. It cannot 
be so altered, from instance to instance, as that it may ‘hit the 
negro’ in one case and in the next may let the white man off” 
(p. 31). “If it is hard to convict a white man of the murder 
of a negro, it soon becomes equally hard to convict him of the 
murder of a white man” (p. 32). 
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The chapter on “The Inadequacy of Repression as a Policy 
of Ultimate Adjustment” opens with a strong description of the 
“sense of social suffocation” which the intelligent conscientious 
Southerner feels as he realizes the presence of the large masses of 
ignorant people of a different race clogging the machinery of 
the local institutions—the courts, the schools, the legislatures. 
To the extent that the South with its injustices is thus “like a 
strong man struggling upward under the consciousness of sub- 
mergence and suffocation and striking right and left with little 
thought of either principle or policy” (p. 39), the author appeals 
for sympathy with it in its obsessions, but in so far as the South 
would make repression of the Negro a permanent element of 
Southern government, he is the first to protest that “no modern 
state, much less a modern democracy, can accept a policy of 
deliberate repression as defining its permanent and essential rela- 
tions toward any racial or social group” (p. 46). 

The spoken or unspoken reply of the supporters of the policy 
of repression, thus condemned, is expressed in the questions 
which are taken up in the next two chapters: “How then shall 
we control the negro?” “Will not these powers and attractions 
develop within the race a greater longing for assimilation with 
the stronger?” (p. 73). To this the answer is that the “fusion 
of black and white is occurring at the lower rather than at higher 
levels. The majority of the (negro) leaders are turning to a 
policy of a self-respecting segregation” (p. 74). “The highest 
development of the black and white races on American soil need 
involve no necessary surrender of any legitimate or social ‘right’ 
of the weaker nor any necessary invasion of any political or 
social ‘right’ of the stronger” (p. 77). 

To the progressive Negro he holds out the opportunity of 
developing and organizing the resources and multitudes of 
Africa in addition to the leadership of his people in America. 
“Build your walls if you will,” writes the author to those who 
would limit the chances of the Negro race, “but give to this race 
also a garden of noble spaces” (p. 107). “The prime force of 
[race] disintegration is despair. The liberation of the race will 
mean not its encroachment upon the whites but its self-fulfil- 
ment” (p. 108). 
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The remaining chapters of the book deal with the “fate of the 
strong,” as the author entitles the paragraphs in which he warns 
the stronger white race against the vices resulting from the con- 
stant temptation to exploit a weaker group. “No man, except 
the peculiarly strong and great, is at his best when habitually 
dealing with forms of manhood lower than his own” (p. 129). 
“An abnormal absorption in the issues of race has tended to 
make real politics in the South impossible to a people who, his- 
torically, have always possessed peculiar political efficiency; it 
has tended to denationalize the most instinctively national of 
American localities and to dehumanize (in a philosophical sense) 
a section which has temperamentally represented an element the 
most humanitarian and the most transcendental in our American 
experience” (p. 138). 

Under the subject of the “Power of Social Reactions’ an 
appeal is made to the North for “that personal and fraternal 
touch which might slowly dissolve the sharper accentuations of 
our sectional developments” (p. 144). Both in this chapter and 
in the next on the “New Coercion” Dr. Murphy describes the 
forces which impel the South toward the determination that “we 
[the Southern people] will deal with our problems—tragic and 
excessive as they are—not merely as a modern people, but in 
conformity with the modern spirit” (p. 197). 

The following quotation from the last chapter, entitled 
“Ascendency,” is expressive of the spirit of this splendid South- 
ern patriot and democrat: “Democracy, as our institutions have 
interpreted it, does not mean that all men are physically or natur- 
ally equal, nor that all men, necessarily, shall be entitled to the 
ballot. It is wholly consistent with the restriction of suffrage. 
It declares, however, that such restrictions shall bear no stigma 
of class and that any fraction of our citizenship, under the pro- 
visions of the local State, shall be excluded—if excluded at all— 
only on the common terms” (p. 235). 

With all the excellence of thought and spirit, the book is diffi- 
cult to read. There is much repetition and a constant use of 
large words and of abstract expressions. It is unfortunate that 
such a valuable book, so much needed by the average man, is not 
written in a style that is intelligible and attractive to the busy 
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man of affairs. Frequent illustrations by concrete examples 
would have contributed much to the interest of the general 
reader. But these faults are comparatively unimportant. The 
thought that remains with the grateful reader is that Dr. 
Murphy, a native and citizen of Alabama, has interpreted the 
race situation with wide breadth of view and has placed the 
world of thought and of human sympathy under permanent 


obligation to him. 
THOMAS JESSE JONES. 
Washington, D. C. 


L’ Organisation Syndicale des Chefs d’Industrie. Etude sur les 
syndicats industriels en Belgique. By G. De Leener. Brux- 
elles et Leipzig: Misch & Thron, 1909—2 Volumes, pp. xx, 
395; xxi, 580. 

The author of this work is already well known through his 
book on industrial syndicates in Belgium, first published in 1902. 
The present work, however, is a good deal more than a revision 
of the earlier one, being much larger and more comprehensive 
in the treatment of the subject. Indeed, it is probably the largest 
single work in economics yet published by a private author on 
the subject of combinations. 

Mr. De Leener presents a great quantity of facts regarding 
the extent and character of the industrial combinations in Bel- 
gium at the present time and on the basis of these data, supple- 
mented by occasional brief references to conditions in foreign 
countries, he seeks to describe and analyze the character and 
effects of industrial combinations as general economic phe- 
nomena. The first volume of this work, therefore, is chiefly 
devoted to a statement of the conditions in Belgium and is 
entitled, “The Facts.”” The second volume seeks to organize 
these facts systematically and is entitled, “The Theory.” 

The facts are grouped in twelve sections, divided among the 
leading branches of industry in Belgium, namely, coal, metal- 
lurgical, quarry, textile, glass, pottery, chemical, metal products, 
food, building, clothing, wood, diamond and book. The state- 
ment of the facts in regard to these industries covers over 300 
pages, largely in small type, and is extensively documented with 
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extracts from the texts of agreements, etc. In each branch of 
industry the historical development of the combinations and their 
present organization are described in varying degrees of detail. 
On the other hand, there is comparatively little information 
regarding other business conditions—the companies or concerns 
affected, their financial position and profits, the movement of 
prices and of production. It would hardly be expected, of course, 
that single-handed anyone could master and present data which 
would require such a detailed commercial and technical knowl- 
edge of the several lines of business, even if such data were freely 
accessible to the investigator. This point may be mentioned, 
therefore, not with a view to criticizing Mr. De Leener’s unusually 
painstaking analysis of facts, but simply as showing that, before 
any completely satisfactory basis of facts can be obtained, it is 
necessary to have very comprehensive investigations, such as a 
governmental commission or bureau might accomplish, or else 
detailed monographic studies by competent investigators on the 
chief combinations. 

In nearly every one of the enumerated branches of industry 
in Belgium there has been some degree of combination, and while 
for a few of the important products, such as pig iron, linen tex- 
tiles and raw sugar, there are no syndicates at the present time, 
yet for others, such as coke, rails, and glass, the syndicates 
appear to dominate the industry. Some information is given 
concerning international syndicates in which Belgium partici- 
pates. In certain of these the producers of the United States are 
said to be included; e. g., the rail syndicate, the thread trust, 
and the drawn tube syndicate. 

The second and larger volume of the book under review is 
devoted to a discussion of the causes, character, and effects of 
industrial combinations, ostensibly on the basis of the facts 
recited in the first volume. Mr. De Leener makes the express 
assertion that a satisfactory general theory of combinations may 
be developed from a study of the conditions in Belgium (Vol. I, 
pp. 13, 72), but he finds himself compelled, nevertheless, to turn 
to the United States for data relative to trusts and fusions. This 
is especially significant in view of the fact that he regards the 
trust as a highly developed form of industrial combination 
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toward which pools or syndicates naturally tend (Vol. II, pp. 
231 and 232). While American trusts thus receive some con- 
sideration, this aspect of the general movement is perhaps not 
given due weight in a treatise that aims at presenting the general 
theory, but evidently the other purposes of Mr. De Leener’s plan 
of work made this form of treatment expedient. In this con- 
nection it may be noted that the primary purposes of combina- 
tions are said to be to secure advantages with respect to the 
employment of labor, the sale of products or the purchase of 
materials (Vol. II, p. 285). This hardly covers the ground for 
fusions or trusts, and the narrowness of this definition of purpose 
may be ascribed to the restriction of the data to Belgium syndi- 
cates. 

Mr. De Leener is a pronounced opponent of the view that free 
competition is a more normal function of economic life than 
combination; one or the other naturally prevails according to 
the changing conditions of time, place, and industry. He also 
asserts that much of the price-making in modern commercial life 
which is ignorantly assumed to be the resultant of competition 
is in fact absolutely independent of it. He finds that while crises 
have been a potent cause for the formation of industrial com- 
binations, yet hard times are not the only circumstances that pro- 
mote them, and they may arise from various causes during 
periods of prosperity. 

The laws in Belgium are not hostile to industrial combinations 
and the courts have apparently neither found nor attempted to 
find therein any means of suppressing them. The attitude of the 
Government generally has been indulgent, although certain 
syndicates which were planned seem to have been abandoned on 
account of threats of parliamentary opposition and eventual 
modification of protective customs duties. 

A considerable part of the second volume is devoted to an 
analysis of the various forms of organization and the respective 
merits of the various features as viewed from the standpoint of 
the combination. In the introductory chapter Mr. De Leener 
states that his purpose is both theoretical and practical—practi- 
cal, that is, in the sense that it may furnish a guide to those 
who wish to form syndicates. The professional economist has 
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not often attempted to give advice as to the best methods to 
organize and conduct industrial combinations, but it must be 
remembered that while such combinations are unlawful in this 
country, they are quite legal in Belgium. Under such circum- 
stances a manual which gives the approved policies of combina- 
tion is quite as proper as one on banking or insurance. 

The discussion of the effects or consequences of industrial 
combinations is perhaps the least valuable part of this very use- 
ful work, but the author at the beginning expressly disclaims 
any expectation of describing the effects of combinations in a 
comprehensive way. There is little beyond generalities, for 
which the foundation of facts presented in the first volume is 
perhaps not always adequate. The discussion of prices, even 
from the theoretical side, is quite unsatisfactory, and more impres- 
sive authorities on monopoly prices than Mr. Tarde might have 
been studied and quoted. The following statement concerning 
the price policy of the syndicates seems to be misleading to say 
the least: “En fait, la politique des prix consiste pour les syn- 
dicats a faire payer par l’acheteur le prix que celui-ci estime dans 
son for interieur étre la valeur des produits.”” (Vol. II, p. 436.) 
This formula is supported by an excerpt from Tarde’s theory of 
“just price’ as exemplified by monopoly prices! 

While one may feel quite confident of the accuracy of Mr. 
De Leener’s statements of fact when they relate to Belgian 
industry, the same cannot be said in regard to his statements con- 
cerning other countries. The most striking error noted is the 
statement that the Sherman Anti-Trust Act was passed in I9oI 
(Vol. I, p. 55). The date of the formation of the Standard Oil 
trust is given in two places differently (Vol. I, p. 53 and Vol. II, 
p. 278). The text of Art. 419 of the French penal code is incor- 
rectly quoted (Vol. II, p. 217). Mr. De Leener’s statement that 
in the United States it is often the custom to draw upon the 
“magistracy” of the country for its trust organizers and leaders 
comes as a surprise, but it is possible that he has in mind Messrs. 
E. H. Gary and W. H. Moore. 

Regarding this book as a whole there is no question that it 
furnishes a large amount of very useful data regarding combina- 


tions in Belgium, while there is a great deal in the discussion 
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of the theory, particularly as relates to the historical and present 
functions of competition and combination, that is of more than 


usual merit and value. 
FRANCIS WALKER. 


Washington, D. C. 


Economics. <A Practical Exposition of the Science of Business 
with Illustrations from Actual Experience. By Edward Sher- 
wood Meade. (Volume I in the Series “Modern Business”. ) 
Chicago and New York: De Bower-Elliott Company, 19g09g— 
pp. XXIv, 471. 

The time is now past when a new text-book in elementary 
economics may be said to “supply a long-felt want,” so greatly 
has the output of such books increased during the past ten years. 
The newer American texts on this subject fall into two groups. 
To the first group—the smaller of the two—belong the ele- 
mentary treatises whose authors have endeavored more or less 
completely to recast the whole body of economic theory in the 
light of recent doctrinal discussions and of new data. The 
works of Professor J. B. Clark and Professor Frank A. Fetter 
are examples of this group, though adhering to the old notion 
that, to merit the name of science, economics should interpret and 
explain economic life rather than simply describe it. The second 
group consists of the texts which show a disposition to reduce 
the part of theory to a minimum, scarcely sufficient to hold 
together a mass of descriptive material, of practical information, 
and of statistical and historical data. Books of the latter sort 
are well suited to the needs of readers who would object to the 
strenuous and sustained thinking involved in the study of Mill or 
Jevons or Cairnes. 

Professor Meade’s text-book belongs to the second of these 
groups. While he adheres to the time-honored division of the 
subject into Production, Exchange and Distribution, and fol- 
lows the familiar and convenient device of hanging on a fourth 
division to make room for the treatment of topics that do not fall 
easily into one of the three main divisions, a very considerable 
share of the available space is given up, as the title of the book 
indicates, to descriptive material drawn from modern business 
experience. This is, of course, largely justified by the somewhat 
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special purpose for which the book was written. It is the intro- 
ductory volume in a series of twelve, designed to constitute a 
complete course of instruction for “men distant from universi- 
ties or whose daily employment prevents their attendance upon 
university schools,” but who want to train themselves by cor- 
respondence for careers as “bankers, public accountants, stock- 
brokers, insurance agents, journalists, manufacturers, or real 
estate dealers.’”” The subsequent volumes in the series will deal 
with such subjects as Corporation Finance, Investment and 
Speculation, Money and Banking, Advertising, and Commercial 
Law. 

In the main, Professor Meade’s book consists of a system- 
atized collection of suggestive facts brought together in a slender 
framework of economic theory. Indeed, few of the theoretical 
discussions are furnished by the author, but are drawn mainly 
from such writers as Mill, Seager, Bullock, Boehm-Bawerk and 
Gide. Of the 425 pages of which the text proper consists, about 
one hundred are quotations, generally printed in smaller type 
than the rest. As one would expect in a treatise by Dr. Meade, 
the portions dealing with trusts and industrial organizations are 


probably the best. The book as a whole contributes nothing new 
either to the method of presenting economics or to our knowl- 
edge of the subject. It does, however, contain a considerable 
number of apt practical illustrations of many economic principles. 
C. W. A. VEDITZ. 


Washington, D. C. 


Physical and Commercial Geography. A Study of Certain Con- 
trolling Conditions of Commerce. By Herbert Ernest Greg- 
ory, Albert Galloway Keller, and Avard Longley Bishop. 
Boston: Ginn & Company, 1910—pp. 469. $3.00. 

The publication of Gregory, Keller, and Bishop’s treatise on 
Physical and Commercial Geography marks an epoch in the his- 
tory of economic geography in America. It presents to the 
public for the first time a serious attempt to put into logical 
and relatively complete form the ideas which have been gaining 
a foothold in the educational world concerning the fundamental 
relationships existing between the economic development and the 
physical environment of man. 
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4 The demand in our schools for the teaching of so-called prac- 
yl tical subjects has led to the introduction of “commercial geogra- 
phy” into their curricula. The teaching of the subject has 
called for the publication of text-books: and a series of these has 
) appeared in the last ten or twelve years, under the various titles 
of “commercial geography,” “economic geography,” “industrial 
geography,” etc. There has been confusion and ambiguity, not 
only in the use of terms but in the methods of treatment as well, 
arising from the failure to grasp the real significance of the new 
subject and its relationship to already existing studies. To quote 
the words of Professor Keasbey:' “‘The most that can be claimed 
for these commercial geographies is that they are convenient 
respositories of useful information regarding the products of 
different countries, the established routes of trade, and the rela- 
tion existing between imports and exports.”” They are more or 
less “useful compendiums of knowledge,” and even this limited 
value depends largely on the frequency of their revision. Even 
the best of them has had relatively little real educational value, 
and it has been a misfortune that the new study has gained a 
foothold in so many of our secondary schools under such unsatis- 
factory auspices. 

ti There has been a growing feeling that if the new subject is 
i | deserving of separate treatment at all, our conception of it must 
{ 





i be greatly broadened and our handling of it put on a strictly 
ft scientific basis. Its field must be defined and its relation to other 
branches of learning logically worked out. Its methods must be 
so altered that the study would no longer be “a mere mnemonic 
| exercise.’ ‘There are behind the facts of trade, as behind all 
facts, certain principles about which they can be grouped, and 
which serve to lend them life and meaning: and it is interpreta- 
tion rather than arbitrary memorizing which is of educational 
) importance.” 

i Economic geography, properly conceived, touches, as its name 
i indicates, the fields of two great established sciences—economics 
and geography. Geography supplies its data and economics gives 
point and direction to their interpretation. The whole field of 

* Professor L. M. Keasbey, “The Study of Economic Geography,” Pol. 
Sci. Q., March, 1got. 
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geography—mathematical, physical, and biogeography, with their 
subdivisions—is drawn upon for these data, and the selection of 
materials is governed by the consideration of what light, if any, 
they can throw on man’s economic relations. 

Economics had its beginning in the study of “the wealth of 
nations.” It examined the laws which underlie the processes by 
which men, in groups, procure and increase their store of the 
goods which they must wrest from the earth in order to live. 
It concerns itself with man as an active agent working upon and 
in a natural environment. 

Geography is a study of this environment. A knowledge of 
it and an ability to interpret its data are fundamentally necessary 
in order that man’s actions within it may be really understood. 
Unless economics is to be a purely abstract science, a sort of 
intellectual play, starting with a few broad assumptions and 
deducing its “laws” from them, it needs all the aid which a 
study of the conditions in which man works can bring. The 
moment it attempts to become an applied science, starting practi- 
cal conclusions and guiding practical policies, it finds innumerable 
points of contact with the facts of man’s physical environment. 

These facts it is the business of geography to supply; and all 
economists, from Adam Smith down, have made use of the data 
thus obtained whenever they have sought to put their “theories” 
into practical working form. Unfortunately, however, the 
recognition of this necessary relationship between man’s activi- 
ties and his environment has too often been only partial and 
inadequate. A cursory examination of existing facts will not 
often suffice. Broader and deeper and more necessary is an 
understanding and recognition of the forces which lie back of 
the facts and the laws of their constant mutation. The enuncia- 
tion of an economic “law” based only on facts now existing, 
without recognition that the facts themselves are subject to 
change, and that the changes, too, are in accord with ascertain- 
able laws, will have but temporary value. The weakness of the 
old text-books on economic geography lies largely in just this, 
that they have compiled a mass of data of an economic sort, with 
scarcely any recognition of the necessity of interpreting the data 
or formulating the laws which govern them. 
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Now geography can and does attempt to formulate and inter- 
pret the laws which govern the data of man’s environment, and 
the study of economic geography consists in selecting from the 
whole range of geographical facts and laws those which affect 
man in his economic activities and throw light upon his economic 
theories and policies. 

It is the demand for some such broader conception of the 
meaning and usefulness of economic geography which the three 
Yale professors have sought to meet in their Physical and Com- 
mercial Geography. They modestly state that they “can scarcely 
hope to have made more than a beginning.” In reality they have 
done far more. “Well begun is half done,” and they have per- 
formed the difficult task of breaking new ground, of demonstrat- 
ing a method, and pioneering a road where none existed. This 
great service having been rendered, one is not inclined to be too 
critical of details. Perhaps, after all, such shortcomings as exist 
may be part of the excellence of a pioneering work—paradoxical 
as that may seem. The book may, conceivably, prove a more 
useful guide, if it merely points and illustrates the method and 
leaves to later writers the task of applying the method to 
broader fields. 

The authors have frankly and modestly applied themselves to 
but a portion of the field of economic geography, and in that 
field have disclaimed any attempt to produce an exhaustive 
treatise. The title of the book itself gives a rough indication of 
the character of the limitation—“Physical and Commercial 
Geography. A Study of Certain Controlling Conditions of 
Commerce.”” They have not dealt with the whole field of eco- 
nomic activities, but have fixed “attention upon trade.” The 
interpretation of the facts of commerce has been the medium 
through which they have sought to illustrate the interrelationship 
of man and his environment. On the geographical side their 
attention has been directed primarily to the physiographic factors 
of control; yet they have made abundant use of the data of 
biogeography as well. 

The triple authorship is due to a recognition that the new sub- 
ject requires “contributions from both the natural and the 
social sciences,” and is “best presented by a combination of 
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workers from these two fields.” The nature element and the 
man element in all economic activity are both clearly emphasized, 
and the book is an attempt to analyze and explain the results of 
their cooperation. Strictly speaking, only the third part of the 
book is commercial geography. Parts One and Two are intro- 
ductory and preparatory, the former presenting the data of physi- 
cal geography (and to some extent of biogeography), and the 
latter the elements of anthropogeography as related to economic 
activity. Part Three, using the data of Parts One and Two, seeks 
to illustrate and explain the natural controls of commerce. The 
combination is well worked out. It is seldom that a multiple 
authorship results so happily and gives such evidence of careful 
balance and mutual adjustment, of painstaking and logical cooper- 
ation. Each part shows clear codrdination with the others and 
each succeeds most admirably in keeping before the reader the 
common object in view. 

The heaviest burden has fallen upon the author of Part Three, 
for here the attempt is made to apply the principles elucidated 
in the earlier portions of the book. One’s estimate of the relative 
excellence of this part must therefore be made with the mind’s 
eye always upon the especial difficulty of the task. On the whole 
it is well done, focussing the attention on the relations between 
environment and activity; yet the author has not been wholly 
able to dodge the pitfalls of the encyclopedic method. In this 
respect the work is uneven. The treatment of the cereals, for 
instance, though necessarily brief, is excellent; but many other 
products are dismissed with a mere statement of a few unillumi- 
nating data. The greatest difficulty is, naturally, with manufac- 
tures. Here the relationships between environment and indus- 
try are most obscure and demand the closest analysis. Yet, 
among manufactures of the United States, “iron and steel and 
their secondary products” are disposed of in a single paragraph 
of less than two hundred words; textiles (including cotton, wool, 
flax, hemp, and jute) are given three pages in all; and about 
fifteen other miscellaneous manufactures are dismissed with the 
briefest statement of a few facts, covering less than three pages. 
It is a repetition of the mistake of earlier text-books—a yielding 
to the desire to give merely “useful information”—and repre- 
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sents a distinct falling away from the avowed purpose of the 
authors. 

The treatment of the subject by countries is also a little 
unfortunate. In the introduction the authors seem to admit this 
and confess that the method is a compromise. One cannot but 
feel that it would have been wiser and more in harmony with 
the spirit of the whole work to have illustrated the application 
of the principles developed in the earlier portions of the book by 
thoroughgoing discussion, either of the more important materials 
of commerce, or of the chief economic activities of some one 
country, rather than to have attempted to combine the two 
methods. 

Nevertheless, in spite of the fact that the third part of the 
book is more open to adverse criticism than the earlier portions, 
one must give the author high praise for having dealt with the 
difficulties of the subject in a more thoroughly scientific spirit 
than has been evident in any previous American work. 

Taken as a whole the book is thoroughly worth while. In 
addition to other merits, it is attractively written and its material 
is so interestingly presented that it will appeal to the general 
reader quite as much as to the student. There are a few typo- 
graphical errors—atmospheric pressure at sea-level, for instance, 
is not’ “14.7 pounds for every square foot of surface,”’—yet in 
general it is carefully edited and well printed. These are super- 
ficial excellences, but they will serve to add to the wide influence 
which the book is sure to exert. The authors deserve the grati- 
tude, especially, of every teacher and student of economic geog- 
raphy for having vindicated the claim of this subject to a place 


in our educational curricula. 
LINCOLN HUTCHINSON. 


University of California. 


Gold Production and Future Prices. By Harrison H. Brace. 
New York: The Bankers Publishing Company, 1g10—pp. 
viii, 145. 

This study begins with a brief history of prices, explained 
so far as possible by known facts regarding the production of 
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the precious metals and the growth of trade. From this histori- 
cal review are judiciously selected those facts and principles 
which have a bearing on the problem of future prices. Thus, in 
discussing the fall of prices of 1873-79, the author points out that 
“there must be increasing supplies of gold in order to overcome 
the effects of the continued cheapening of commodities brought 
about by improved processes of production.” The production 
of gold to-day “must advance by leaps and bounds if it is to 
keep pace with the general improvement of production . 
otherwise prices are likely to decline.” With regard to this period 
also is emphasized the fact that, “owing to the unprecedented 
production (of the previous period) the stock of gold by this 
time had become so large that the additions from the mines con- 
stituted but a small percentage of it.” Such considerations as 
these tend to raise a doubt whether the recent rise of prices is 
likely to be of long continuance. 

Two of the chapters deal respectively with “Influences which 
tend to Augment the Effects of Increased Gold Production” and 
“Counteracting Influences.” Despite recent improvements in 
gold production which have tended to obscure the fact, the 
industry of gold mining belongs, says the author, to that class 
in which the law of diminishing returns is most readily recog- 
nized. Increasing wealth is an influence which works in differ- 
ent ways with different classes. With those already well to do, 
it means a larger use of banks and a relative economy in the use 
of money. But to those just rising out of comparative poverty 
it means accumulation of money in large enough quantities at 
least to tide over passing emergencies. Similarly, the opening 
up of new countries previously undeveloped tends, first, to 
increase the demand for gold, thus working toward a lowering 
of prices, and eventually, to increase the use of credit. The 
drain to the Orient so prominently mentioned by Cairnes and 
Jevons in an earlier period, is believed still to be important and 
likely to go far in mitigating any possible further rise of prices. 

While hesitant in making any prediction, the author believes 
that “owing to the increased production of gold, the prices of 
commodities are likely to have an important advance from their 
present level. This advance will be broken by minor surface 
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reactions caused by the alternations of good and bad times and 
numerous price-making factors. But, in a few years, the 
exuberance of the advance will be passed; the powerful counter- 
acting influences will assert themselves; and the advance will 
halt. In the period which will follow it will be necessary for the 
production of gold to greatly increase from the present average 
yearly output in order that the upward movement in prices may 


again assert itself.” 
HARRY G. BROWN. 
Yale University. 
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RECENT LITERATURE. 


Das Seilergewerbe in Deutschland, eine Darstellung seiner 
wirtschaftlichen und technischen Entwicklung von der Zunftzeit 
an bis zur Gegenwart. Von Fritz Troitzsch, Doktor der Staats- 
wissenschaften. Leipzig: Dr. Werner Klinkhardt, 1910—pp. 
144. The author of this monograph is the son of a rope manu- 
facturer. He has, therefore, had unusual opportunities of 
studying the business from the point of view of an insider and 
of familiarizing himself with its technique. In some respects 
the development of ropemaking is typical of the development of 
manufactures in general. In the middle ages and down to the 
nineteenth century it was a hand trade, regulated under the guild 
system. With new mechanical processes, new materials, and 
new uses, especially with the introduction of wire cables, the 
craft has developed into an industry carried on with costly 
machinery, considerable division of labor, and large capital. 

Quite as interesting as this general trend are some of the facts 
relating especially to the trade in question. Under the guild 
system, e. g., there existed a sharp division between the seiler 
and the reeper. The former made rope, twine, and minor pro- 
ducts in the inland towns; the latter made heavy ropes for sea- 
going ships. There was not only a difference in the technique, 
the seiler spinning with the left hand, and the reeper with the 
right, but there was also a difference in the method of payment. 
In the case of the seiler, piece wages prevailed. He made the 
goods and sold them in his shop. The reeper, on the other hand, 
received time wages. This was due to the fact that the cus- 
tomers were often large merchants, who themselves imported 
the hemp and hired ropemakers to work it up. 


Die deutsche Uhrenindustrie. Eine Darstellung der tech- 
nischen Entwicklung und ihrer volkswirtschaftlichen Bedeutung. 
Von Dr. Paul Dienstag, Kammergerichtsreferendar. Leipzig: 
Dr. Werner Klinkhardt, 1910—pp. 240. The manufacture of 
timepieces is treated in this monograph with respect to its tech- 
nical, its economic, and its social significance. The technical part 
is a very lucid, although compact, history of the manufacture of 
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watches and clocks from the early days of the industry in the 
thirteenth century down to the present time. The economic sec- 
tion traces the growth of the factory system in connection with 
this important industry, while the social section describes the con- 
ditions of living and the organization of labor. The American 
reader will note with special interest the frequent reference to 
American inventions and American methods, which have quite 
transformed the primitive art of the watchmaker into a great 
industry. The text is supplemented by appendices containing 
statistics of wages, cost of production, cost of living, etc. 
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Transportation in Europe. By Logan G. McPherson. New 
York: Henry Holt & Co., 1910—pp. vi, 285. $1.50 net. The 
author of this little volume is well known as an authority upon 
railroad transportation in the United States, and he has recently 
made a somewhat hasty investigation for the National Water- 
ways Commission of the conditions affecting transportation and 
traffic in Europe. His formal reports as submitted to that body 
have been rearranged and, to a large degree, constitute the text 
of the present book. The major portion of the work is given 
over to a consideration of the railroads and of railroad problems, 
both of the continent and of England. A study of land roads 
and of natural and artificial waterways comprises the rest of the 
volume. The historical matter which is scattered throughout 
the book impresses one as being rather incomplete and super- 
ficial. The sections dealing with present-day conditions are both 
interesting and instructive, although, in conformity with the 
author’s recent volume on Railroad Freight Rates, they are at 
times overloaded with statistical data. 
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Genesis. By B. S. Talmey, M.D. New York: The Practi- 
tioners’ Publishing Company, 1910—pp. x, 194. $1.50. If 
there is any possibility of modifying the modern sex mores, an 
effort should be made to temper the prudery which surrounds the 
whole matter of sex, and which, in particular, decrees that the 
young shall remain ignorant where the result of ignorance may 
easily be a lifelong morbidity or invalidism, for self or others. 
Hence we welcome a book whose avowed object is the instruction 
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of children in matters sexual; here is a truly eugenic enterprise. 
The volume goes into the detail of cell-formation and division 
somewhat more deeply than seems to us advisable; we doubt if 
the child in his early teens could follow the processes of mitosis, 
etc., intelligently. Further, the author, as is so often the case 
with men who realize that what they are saying will meet with 
the disapproval of predisposition, becomes at times somewhat 
self-conscious, and feels it necessary to gush a little over human 
affections in order to convince his audience that he, too, is like 
unto themselves. Sensible people need no more than the 
unvarnished truth and sober statement, while foolish ones can 
scarcely be induced to be rational by catering a little to their 
sentimentality. On the whole, however, this manual is to be 
heartily approved, and its appearance encourages those to whom 
racial welfare and individual happiness seem capable of being 
secured in higher degree through the exercise in matters sexual 
of common sense based upon knowledge of the truth. 


History of American Politics. By Alexander Johnston, con- 
tinued by Winthrop More Daniels. New York: Henry Holt 
& Co., 1910—pp. 445. <A persistent demand for this excel- 
lent little manual has occasioned another enlargement. Pro- 
fessor Daniels of Princeton has again added a chronicle of ten 
years, bringing the record of events down to the inauguration of 
President Taft. The work of the editor leaves little to be 
desired. The even, impartial tone of the original volume has 
been maintained. Only here and there the narrative is perhaps 
a trifle too colorless to give the true perspective. If much is left 
out which bulks large in our recollection of ten years, the omis- 
sion is necessitated by the scope of the book, which is primarily 
political and only incidentally social and economic. 


Antiquities of the Mesa Verde National Park. Spruce-tree 
House. By J. W. Fewkes. Pp. viii, 54. 21 plates. This 
bulletin is of a special nature, descriptive of a cliff-dwelling 
which once housed about 350 people. It takes up the details of 
construction, decoration, etc., and describes the various products 
of the arts found in the ruins. “The picture of culture drawn 
from what we know of the life at Spruce-tree House is practi- 
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cally the same as that of a pueblo like Walpi at the time of its 
discovery by whites, and until about fifty years ago.” The bul- 
letin is gotten up in the usual excellent style of the Bureau of 


Ethnology publications. 


The Choctaw of Bayou Lacomb, St. Tammany Parish, Louis- 
tana. By David I. Bushnell, Jr. Pp. 37. 22 plates. Bulletin 48, 
Bureau of American Ethnology. These are the notes taken 
during four months of last year concerning the few Choctaw 
still living on the west shore of Lake Pontchartrain. They cover 
the material and social culture of the tribe, and its myths and 
legends. The photographs reproduced are very clear and well 
selected, and the information gathered is of high importance. 
The occasion has been seized of preserving valuable evidence as 
to primitive life which would soon have been irretrievably lost. 


First and Last Things: A Confession of Faith and a Rule of 
Life. By H. G. Wells. New York and London: Putnam’s, 
1908—pp. vi, 307. This book contains the beliefs on a multi- 
tude of topics of a talented and prolific writer. He treats of 
metaphysics, of belief, of general conduct, and of “some per- 
sonal things.” It is needless to say that such a volume, though 
full of interest, scarcely lends itself to review. The reader will 
find stimulus and pleasure in following the thinking of an active 
and unconventional mind. After a lifetime of thought and 
activity, a man has the right to say what he thinks if he cannot 
give chapter and verse in Kant or Hegel to account for his 
thought. For he, too, has lived and reacted upon the experiences 
of life; he has his life philosophy, even though it goes under no 


established category. 


Comparative Religion: A Survey of its Recent Literature. 
By L. H. Jordan. Second Section, 1906-1909—pp. 72. This 
manual is a continuation of a first edition which appeared in 
1906, and is now out of print. It is a survey with comments 
more or less pertinent, of twenty-five titles, the object being to 
attain “perspective and vista.” 
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